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How TO WIN FRIENDS AND INFLUENCF PEOPLE (ABROAD) 


As you read the penetrating reports on 
important world situations in this issue, 
think of this: What would your branch in 
London, your representative in Shanghai, 
your business friend in Rio give to have 
World Report regularly? 


You know how interesting and valuable 
the magazine is to you here; think how much 
more interesting and valuable the issues are 
to those in other countries whose news and 


publishing facilities are more limited. 


You know how highly anyone abroad 
prizes any American periodical—and in 
World Report you have a product specifi- 
cally directed to the subjects which interest 
readers abroad as well as in this country. 
Our readers in other countries tell us that in 
World Report, we’re giving them “the best 
interpretation of world developments with 


a minimum of bias.” 


Young as it is, World Report already has 
enthusiasiic readers in all but five of the 
world’s 72 countries—and in those five 
countries the magazine is barred by various 
regulations in those countries against 


magazines generally. 


To simplify the ordering of subscriptions 
for your overseas list, and to get away from 
all the complications of varying postage 
rates, you may enter as many subscriptions 
as you want at a flat rate of $4.00 each, to go 
anywhere in the world, postage prepaid—as 
long as you send five or more subscriptions 
with your first order. The regular subscrip- 
tion rate of World Report is $4.00 a year, 
and on most overseas subscriptions there’s 


an extra charge of $1.00 for posi:.:e. 


And we believe if you will send in ten 
subscriptions now, you'll have ten enthusi- 
astic letters on your desk before long thank- 
ing you for showing your consideration and 
thoughtfulness for those abroad in such a 


practical, interesting way. 
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Vacation tours of ,Germany now are 
permitted in the U. S. zone by occupation 
authorities. Conducted tours can be 
booked by tourist agencies for travel in 
Bavaria, Wurttemberg-Baden and Hesse. 
Visitors must be citizens of Allied or neu- 
tral countries. All tours have to be paid 
for in U. S. dollars. Half the revenue will 
be credited to Germany and will be ap- 
plied against Germany’s debt incurred 
for imports of food. 


oo 0 


A slowdown in shipbuilding at British 
yards is resulting from the shortage of 
steel. Largely because of the lack of 
material, Great Britain turned out less 
than half the ships completed in the 


world during the three month period : 


ending June 30, despite the fact that 
yards in the United Kingdom had more 
ships on the ways than all other countries 
combined. More than two million tons 
of shipping are under construction in 
Great Britain at present, the highest 
total in 25 years. 


oo 90 


Cost of living on Canadian farms has 
gone up 10 per cent in the last 12 
months. The cost index rose four points 
in April alone. At the present level, the 
cost of living for Canadian farmers is 36 
per cent higher than during the years 
from 1936 to 1939. Commodities and 
services used by farmers rose 7.6 points 
between January and April of this year. 
The figure now is almost 12 points higher 
than it was in August 1945, and 10 points 
higher than a year ago. 
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Four thousand displaced Europeans 
will be given homes in Australia this year. 
The transfer of war refugees was agreed 
to during negotiations between the Aus- 
tralian Government and the International 
Refugee Organization. Under the agree- 
ment, Australia will select persons to be 
admitted, and the IRO will arrange their 
transportation. After living in Australia 
for three months, the immigrants will be 
permitted to nominate relatives for ad- 
mission. Starting next year, Australia 
plans to admit 12,000 displaced persons 
annually. 
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Fewer motion pictures are to be made 
in Mexico. Because of a limited export 
market, Mexican producers plan to com- 
plete only 40 films this year, compared 
with 50 last year and 80 in 1945. A bank 
newly established to finance the industry 
has set a ceiling of $100,000 on the cost 
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of each production. The bank, which 
intends to underwrite a company to dis- 
tribute Mexican movies, expects to make 
loans only to firms with previous experi- 
ence in the film industry. 
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A 10 per cent rent increase in France 
has been authorized and will become 
the rent ceiling until January 1. The in- 
crease was authorized by the National 
Assembly, which revised a rent ceiling 
law that has been in operation since 
1940. All parties in the Assembly except 


the Communists voted for the higher 
rents. 
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A fuel shortage in Canada has 
prompted. the Government to restrict ex- 
ports of petroleum products. A system of 
export licensing will ban shipments to 
many countries. Fuels affected by the 
order include automobile and aviation 
gasoline, antiknock compounds with a 
petroleum base, gas oil, most types of 
fuel oil, kerosene and virtually all other 
mineral oil products. 
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A four-year plan for Saudi Arabia has 
been projected by that Government, to 
be financed through the income from 
royalties on U.S. oil concessions. Cost 
of all internal projects will total $270,- 
000,000. Projected improvements include 
the construction of new port facilities on 
the Persian Gulf, a railway, 1,200 miles 
of highways, electrification of six com- 
munities and the building of water sup- 
ply systems. Some airports also are 
planned. 
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U.S. purchases from Japan this year 
are running 75 per cent below the 1946 
rate. The U.S., however, continues to 
be the biggest purchaser of Japanese 
goods, taking 19 per cent of all the 
exports, of the occupied country. Other 
customers, and the percentage of exports 
they buy, are: the Netherlands East In- 
dies, 16 per cent; Korea, 15 per cent; 
China, 11, and Britain, 10. Ninety per 
cent of Japan’s imports are supplied by 
the U.S. : 
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British buying of chemicals for the first 
four months of 1947 cost the country 
$25,000,000, compared with $18,000,- 
000 in a corresponding period before the 
war. The United States was the leading 


supplier, shipping chemicals valued at 
$7,600,000. 
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MATANZAS 
FREE ZONE 


AT THE CROSS ROADS 
OF THE AMERICAS 





Facilities are offered to American 
capital to make investments in the 
“Free Zone” and to establish in- 
dustries and warehouses. 


Merchandise stored in the “Free 
Zone” is exempt from customs 
duties and internal taxes. 


The first ten days of storage in 
the “Free Zone” are free. 


Duty free warehouses for the 
changing of containers. 


Importers and exporters are 
charged moderate and attractive 
fees for reception and delivery of 
merchandise. 


Factories in “Free Zone” do not 
pay taxes to the Cuban Govern- 
ment. 
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Maximiliano Zincke, General Manager 
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Memo from the Editors 


World Report 





Things are boiling in Britain as that nation faces up to the threat 
of economic collapse. In this issue, World Report gives you two views 
of the situation there and its repercussions on the world community. 

In our Text Section, we publish Lord Robert Brand’s address in the 
House of Lords, a speech that spotlights the seriousness of the situa- 
tion. During both world wars, Lord Brand served on financial missions 
in Washington, where he could see his homeland in long perspective. 
His sharp analysis of Britain’s plight has meaning for the U.S. 
reader as well as the British. 

Remedies now proposed will have multiple effects on the U. S. They 
will cut at U.S. exporters with a two-edged sword. They will shift 
additional political burdens to U.S. shoulders. Both aspects—business 
and political—are analyzed in a dispatch on page 5. 


Double shifts for British workers will be one step in Britain’s 
program to prevent factory shutdowns. U.S. businessmen will watch 
with interest this experiment that involves compulsion for both workers 
and employers. Details of the plan are outlined on page 13. 


Tomorrow’s best sales prospect may not be the same as to- 
day’s. In the big export market of the Western Hemisphere, there is a 
shift both in what is wanted and in who wants it and can pay for it. 
On page 10, trade prospects are analyzed and the outlook examined 
in the American countries from Canada to the Argentine. . 

How much news from the other nations of the world reaches the 
people of Russia’s satellites behind the Iron Curtain? Staff Corre- 
spondent Robert Kleiman sought the answer to this question in Bul- 
garia, Romania and Hungary. His findings, on page 18, shed some 
surprising light on a region from which reports reaching the West are 
often contradictory. 


Steel will tell much of the story of world recovery and measure the 
relative strength of nations and groups of nations. Right now, high pro- 
duction in the world still fails to meet demand. A dispatch on page 7 
tells where the shortage is acute and where expansion is planned, and 
analyzes the relative position of the Russian and U.S. spheres. 


The U. S. mission in Greece now is getting under way. It- will 
play for high stakes—peace and stability in Europe’s traditional tinder- 
box. But it will be a race against time in a region where events are 
moving rapidly. Staff Correspondent John W. Mowinckel sends back 
a dispatch from Athens to give World Report readers a firsthand picture 
of the situation as it is today. It is on page 12. 


The Editors of “World Report” 
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It is well to keep in mind, as exports start slipping, that U.S. sales 
abroad are to be good even at bottom. There's a decline, but no collapse yet. 

Overseas shipments, as measured in dollars, definitely are headed downward, 
are to decline beyond the 13 per cent dip shown in June as compared with May. A 
selling rate 30 per cent below the May peak is about the worst now foreseen. 

A 30 per cent decline still would leave exports for 1947 four times above 
what U.S. sold abroad in prewar 1939. Activity would be high by past standards. 

As far as 1947 is concerned, chances are that the U.S. will end with record 
exports of between $11,000,000,000 and $12,000,000,000. That's based on three 
things: six months of solid business, current orders and growing trouble. It is 
also to be related to a $3,000,000,000 volume of exports in 1939. 








Actually, it's fourth quarter 1947 and beyond that causes concern...-e.e 

Basic reasons are these: 

Cash customers, not European borrowers, are the largest U.S. customers. 

Sales in this Hemisphere are bigger than those to all of Europe. 

Canada and Latin America, by any reckoning, are the major U.S. markets. 

But those areas are spending dollars far faster than they earn dollars. 

In the present period: ; 

Canada is running an annual deficit of $900,000,000 in her U.S. trade. 

Latin America is exhausting her dollars at a $1,650,000,000 rate. 

A downturn in buying, long overdue, is assured by sharp curbs on imports. 

In the period ahead: 

Backlog of orders, placed in U.S., will be liquidated in coming months. 

New buying will be géared to necessities, will be cut deeply over all. 

A downward trend in U.S. exports to nations next door is definite, firm and 
apparently irresistible. It isn't something casual, not something of just pass- 
ing importance. It is fairly easy to measure in terms of dollar balances still 
held by Latin-American republics. You get an analysis of the situation on page 10. 























It is much more difficult to chart Europe's future buying..«... 
Dwindling balances of dollar loans aren't a sure-fire barometer. 
Hidden dollars, many in private hands, run into multiple billions. 
Gold reserves, already drawn upon heavily, still remain sizable. 
Emergency drafts on the World Monetary Fund are available. 

Dollar investments, although below prewar, could be a quick asset. 


U.S. relief-occupation spending is assured through June 50, 1948. 
A hard fact continues to be that only in the U.S. can Europe satisfy either 
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her day-to-day food needs or her necessity for retooling and reviving her plants. 
As long as the Marshall approach, the idea of providing new dollars in exchange 
for continental co-operation, has a chance of success, individual European nations 
hesitate to crack down fully on basic imports. A long delay in the U.S. Congress, 
or an outright failure of Europe to agree on effective use of additional capital, 
either or both of those things, could cause a real nose dive in U.S. exports. 


What's happening in Britain is a negative step toward self-support, but no 
basic cure for what ails Britain. : Certainly not at this late hour. 

Food imports are trimmed again. But there's a limit to how far staples can 
be cut. And it's staples, such as bread and butter, that take the most dollars. 

Fruits from U.S. are reduced, but colonial substitutes are slim. 

Virginia tobacco is being squeezed, but smoking habits change slowly. 

Armed forces are whittled down. Yet 95,000 troops stay in Palestine. 

Expenses in Germany are to be shifted to U.S., insofar as U.S. permits. 

Planned savings really are very small in relation to dollar deficits. 




















On the productive side, & field for major efforts, results are lacking..... 

Coal miners are asked to do more, with no assurance that they will. 

Polish recruits for mine labor are still resisted by union leaders. 

Shorter hours, not longer hours, are being asked by railroad trainmen. 

Rigid rules to move workers into key industries are strongly opposed. 

The natural dilemma of the Labor Government in Britain is that compulsion 
on a scale necessary to raise production where production lags, to enforce plans 
and discipline workers, is opposed by the voting group on which its power rests. 
Fear of union power, dominant until now in the Labor Cabinet, is slow to wear 
off. There are some signs, however, that people generally in Britain would back 
elected authorities in any showdown with union authorities. 














The banking viewpoint, a conservative line, is that.of Lord Brand..... 

Greater effort, greater sacrifices in Britain are inevitable. 

Imports need to be cut to a minimum required by a working people. 

New equipment, modernization of industrial plant, deserves a priority. 

Shorter hours, when output lags, are an obvious economic fallacy. 

The Brand prescription is both negative and positive. Inflation would be 
checked by every possible means. Production would be raised by full utilization 
of resources, human and industrial. You get the text of Lord Brand's analysis 
of Britain's crisis on page 35. As a wartime financier, an inside figure in 
London and Washington, Lord Brand commanded wide attention, enjoyed an audience 
almost as influential as that which followed the late Lord Keynes. 














It's to be noted that, as Britain gets deeper and deeper into a hole, the 
U.S. loses ground in her declared campaign for freer trade. 

The U.S. set out to break down existing trade barriers, to support a system 
in which private traders could buy and sell with relative freedom of competi- 
tion, with a minimum of Government control. 

. First step was to write U.S. policies into the $3,750,000,000 British loan. 
Next step was the international negotiations on tariffs, still in progress. 
Actually, it turns out that Britain's inability to recover as anticipated 

tends to reverse the loan terms; to encourage, not erase, trade blocs. 
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NEW ALARM OVER BRITAIN’S DOLLAR DRAIN 
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Likelihood of steps to reduce ‘imports and 
to cancel commitments abroad. Meaning to 


U.S. in terms of trade and world strategy 


Reported from LONDON 
and WASHINGTON 


Great Britain, perilously short of dol- 
lars, now is turning toward belt-tighten- 
ing measures that will have a sharp and 
immediate impact on the U.S. and most 
of the rest of the world. 

Before London weathers the economic 
crisis now approaching, the Labor Gov- 
ernment may be forced to cut imports 
still further, pull British troops home from 
strategic spots around the world and call 
upon the U. S. to take over the financing 
of Germany. 

Two disturbing circumstances lie be- 
hind the present anxiety: 

(1) Britain is in real danger of run- 
ning out of dollars before the Marshall 
Plan can come to the rescue; 

(2) British leaders have about decided 
there is little hope of emergency help 
from the U.S. unless Congress is con- 
vinced that Britain is doing everything 
possible to help herself. 

Speed of the drift toward collapse is 
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MINISTER DALTON 
From a heated debate.....: 


raising a storm’of debate in the House 
of Commons centering on the economic 
policy of Prime Minister Clement Attlee 
and Chancellor of the Exchequer Hugh 
Dalton. 

@ Action resulting from that debate will 
be felt in the U.S. in these ways: 

Business, especially in certain- indus- 
tries, will find the boom in exports to 
Britain is ending, as the British Govern- 
ment clamps down on imports. 

Diplomatic problems are to be raised 
for the U.S. when Britain cuts down her 
armed forces, leaves strategic areas ex- 
posed and drops a large share of her 
burden in Germany. 

U. S. trade policy is to suffer a setback 
as Britain is forced to resort to discrimi- 
natory trade practices in order to con- 
serve dollars. 

@ Import cuts in Britain mean the loss 
of millions of dollars worth of business to 
U. S. exporters. 

Fruit purchases from the U.S. are to 
be cut to the bone, isolating U.S. fruit 
growers from their biggest market 
abroad. | 

Under the recent relaxation of the Brit- 
ish Loan Agreement, Britain now is per- 
mitted to buy more fruit from her colo- 
nies and less from the U.S. The sharp 
cutback is a jolt to U.S. growers, who 
have been doing a profitable business in 
shipments to England. Fruit farmers in 
California, Oregon, Washington and 
Idaho are concerned about their large 
surpluses left over from last year’s bump- 
er crop. Florida citrus growers are con- 
cerned because they had been planning 
to export their large surplus of canned 
juices and sections, estimated at 17,000,- 
000 cans. 

Tobacco imports from the U.S., al- 
ready drastically reduced, probably will 
be cut still more. Modification of the 
Loan Agreement also permits Britain to 
favor colonial tobacco at the expense of 
the U.S. product. 

British smokers, who prefer Virginia- 
type tobacco, now may have to become 





accustomed to the stronger varieties that 
come from Northern Rhodesia, East Afri- 
ca, Jamaica, Cyprus, Palestine and North 
Borneo. 

If the switch to colonial tobacco ac- 
tually changes British smoking habits, 
the loss to U.S. growers might be per- 
manent, 

Britain currently is importing tobacco 
at the rate of $262,000,000 a year. A 
drastic reduction of the sort being dis- 
cussed now in London might mean a loss 
of around $100,000,000 annually to 
American exporters. 

The British normally take 40 per cent 
of the U.S. crop of Virginia bright leaf 
tobacco. Today the market generally is 
so good that the industry is not much 
concerned over the prospect of reduced 
sales to Britain. But the loss of British 
customers may be keenly felt when the 
market returns to something like normal. 

U.S. farmers will be affected immedi- 
ately if Britain is obliged to reduce its 
food ration. Serious talk of cutting im- 
ports of grain and butter by the end of 
this year underlines the fact that these 
are two of the largest items in U.S. 
sales to Britain. 

The United Kingdom has been pour- 
ing $200,000,000 a year into the pockets 
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PRIME MINISTER ATTLEE 
:.... 4 drastic prescription 
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of U.S. dairy farmers and has been 
spending $100,000,000 a year for U.S. 
grain. 

Canned fish from the U.S. also has 
been banned recently by the British Food 
Ministry. For American canneries that 
closes a $20,000,000-a-year market. 

Petroleum imports also will be reduced 
if Britain goes ahead with tentative plans 
to cut the gasoline ration. Likely to be 
affected are oil shipments from U. S. 
Gulf ports and the Caribbean, since much 
of the petroleum from those areas must 
be paid for in scarce dollars. 

@ Withdrawal from some of her more 
costly commitments abroad is to ease a 
heavy burden from Britain but will raise 
problems of world strategy for the U. S. 

The armed forces, which carry a heavy 
responsibility in policing many of the 
world’s danger areas, are to be reduced 
at an accelerated pace. Currently num- 
bering 1,250,000, they cost Britain the 
equivalent of $3,600,000,000 a year. Ten 
per cent of the expense is in dollars; the 
rest in sterling. 

As Britain begins to remove thousands 
of troops from Germany, Austria, Italy, 
Greece and possibly the Near East—all 
strategically important—the U.S. will 
have to decide whether to fill the vacu- 
ums or leave them to attract Russia. 

Occupation costs in Germany are add- 
ing $300,000,000 a year to the drain on 
Britain’s dollars. Britain is nearing the 
end of her dollars so fast that she cannot 
continue such expenditures much longer. 
The U.S. soon may have to take on the 
whole burden of financing imports into 
the Anglo-American zones of Germany. 
@ Other measures contemplated by the 
British Government to meet the dollar 
crisis will mean a severe jolt at home but 
will have less impact on the U. S. 

Reserves of about $2,500,000,000 in 
gold and dollars might be tapped to some 
extent if the emergency becemes serious 
enough. However, Britain could not 
spend more than a third of her reserve 
without seriously weakening her whole 
financial structure. At the present rate of 
spending, that amount would not last 
more than two months. 

The International Fund could be called 
upon for a loan of $325,000,000, but Brit- 
ain’s present pace of expenditure would 
use up that amount in a few weeks. 

Exports are to be stepped up, with less 
accent on ballyhoo and more on stern 
discipline. 

Export industries are to receive priority 
on man power and materials. A higher 
percentage of manufactured goods, espe- 
cially textiles, is to be exported. 

Miners and factory employes are to be 
urged to work overtime. 

@ The meaning of such drastic measures 

is clear to all Britons: more austerity. 
The meaning for Americans is that a 
whole new set of problems, in trade and 
in diplomacy, must be faced as the result 
of the British crisis. 
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HOW STEEL SHORTAGE CRIPPLES EUROPE 


Threat to success of Marshall Plan in plight 
of Continent, despite rise in world’s output. 
Increase of Ruhr’s production as a solution 


The shortage of steel in Western Eu- 
rope has reached such acute proportions 
that it now threatens the success of the 
Marshall Plan. 

Although the world is producing more 
steel than before the war, Western Eu- 
rope is hard put to keep its output at 
60 per cent of 1939. The present level is 
far below the multiple needs for recon- 
struction and for the export trade that 
must be restored. 

Hope of assistance from other parts of 
the world is slim. Demands for steel else- 
where is so heavy that world production 
cannot keep up with it, even at its present 
rate. Disqussions more and more are 
stressing that one obvious solution is for 
Western Europe to come to its own rescue 
by sanctioning a sizable increase in Ger- 
many’s steel production, while boosting 
the output of French and British plants 
through modernization and expansion. 

Despite the disappointing progress. of 
recovery in Western Europe, total steel 
production at the disposal of nations out-, 
side the Soviet orbit still is far in excess 
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UNCHALLENGED LEADER: From America’s mills, 62 per cent of all the steel made in the world 


of the combined output in the Russian 
sphere. Projected capacity for production 
in the Soviet area likewise falls consider- 
ably short of the increases planned in 
Western nations. . 

@ World steel now presents this com- 
posite picture: 

Production is at the rate of 151,410,000 
tons a year, compared with 149,739,000 
tons in 1939. 

Expansion programs aim at boosting 
capacity to a total of 200,895,000 tons 
a year by 1952. 

Western nations and the territories they 
occupy account for 128,350,000 tons of 
the current annual output. Upon com- 
pletion of expansion programs, their ca- 
pacity Ys to be 165,855,000 tons a year. 

Russia and Russian-dominatei coun- 
tries are currently producing 23,060,000 
tons a year, five million less than before 
the war. Their objective is 35,040,000 
tons by 1952. 

The U. S. is the unchallenged leader in 
the industry. America’s mills now ac- 
count for more than 62 per cent of all 
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the steel made in the world. Even if all. 
expansion goals in other countries are 
realized by 1952, the United States will 
be the largest single producer, with capa- 
city then being 46 per cent of the world’s 
total. 

A more detailed analysis of the over- 
all situation by continents and nations 
brings out the pertinent facts behind the 
figures in the accompanying chart. 

@ In North America, U. S. production is 
only sl:ghtly below the record peak of 
wartime, yet the supply is inadequate. 
Recurrent shortages of sheet and strip 
steel still interrupt domestic production 
of motor vehicles, railroad rolling stock, 
household equipment, machinery and 
numerous other goods. Europe's efforts 
to place large orders have no chance un- 
der these circumstances. 

Canada also needs all the steel she 
makes and more, although she has 
doubled her prewar output. Far from be- 
ing an exporter, the Dominion still must 
rely on steel from the U.S. for many of 
her industries. 

@ Western Europe, testing ground for 
the Marshall Plan, is critically short of 
steel. Yearly production is more than 
20,000,000 tons below prewar levels. 
The inadequate supply is blocking re- 
construction and recovery. It also is de- 
priving the area of the steel exports that 
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STEEL: ESSENTIAL TO WORLD RECOVERY 


—Intefnational 
BRITAIN: Output is above prewar but it’s still not enough 


~Sovtoto 
U.S.S.R.: Pinning her hopes on equipment removed from Germany and Manchuria 


~Black Star 


GERMANY: Production hobbles and all Europe suffers the consequences 
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formerly paid for a large part of the im- 
ports needed. 

Reasons for the industry's plight are 
lack of coal, disorganization, obsolete 
plants, and politics. Physical damage to 
production facilities during the war now 


.turns out to have been negligible. 


Marshall planners already are working 
on a program to break the coal bottle- 
neck. Revival of steel production is their 
next problem. Coal and steel are two es- 
sentials to the success of the” Marshall 
Plan. 

Western Germany holds the key to 
both problems. Just as her coal mines are 
capable of a substantial increase, so are 
her steel mills, now lagging at one sixth 
of prewar performance. 

One barrier to improvement of Ger- 
many’s steel output has been the inability 
of Britain, France and the U. S. to agree 
on the level of production to be per- 
mitted. A quota of 12,600,000 tons is be- 
ing discussed. : 

Originally, the production level fixed 
by the occupying powers for Western 
Germany was 5,700,000 tons of steel an- 
nually. Output has been little better than 
half that, as compared with a prewar po- 
tential of some 21,900,000 tons. 

France, long a peacetime importer of 


' steel from Germany, has been striving to 


increase domestic production, but a short- 
age of coking coal is holding operations 
down to 63 per cent of capactty. France 
is aiming for a production goal of 12,- 
100,000. tons in the early 1950s. Eco- 
nomic absorption of the Saar means an 
additional 2,000,000 tons, so an ag- 
gregate 50 per cent gain in steel output 
over 1939 is in prospect if objectives are 
realized. 

Britain is having a different variety of 


*steel trouble. Production is above prewar 


but shortages plague numerous indus- 
tries. The reason is that Britain normally 
imported large quantities of steel from 
the Continent and from the U. S. for pro- 
cessing. Britain hopes to improve her posi- 
tion by a six-year program of modernizing 
and expanding her steel industry. 

Other countries in Western Europe 

likewise are struggling to improve steel 
production. Fuel shortages, however, are 
keeping operations in most plants well be- 
low capacity. 
@ The Soviet area shows a smaller loss 
of production from prewar levels than 
Western Europe. Expansion programs 
now on the planning boards similarly 
contemplate a sharper increase over 1939 
output. It is doubtful, however, that the 
projected expansion can be realized with- 
out sizable imports of equipment from 
nations on the other side of the Iron 
Curtain, and these have their own needs 
to meet first. 

Russia is counting on equipment taken 
as reparations to help her achieve an out- 
put of 27,900,000 tons a year by 1950. 

The present output is roughly two 
thirds that. Plants removed from Ger- 











many are estimated to have a capacity of 
1,000,000 tons a year. A large amount of 
equipment also has been taken from 
Manchuria. 

Poland has improved her prewar ca- 
pacity of 1,600,000 tons by the annexa- 
tion of Silesia, whose factories can turn 
out an additional 800,000 tons. However, 
Soviet removal of rolling mills before 
Polish occupation curtails finishing facil- 
ities, so it has been necessary for the 
Poles to hold production objectives to 
2,200,000 tons. 

Yugoslavia has ambitious plans for 
boosting capacity to more than three 
times that of prewar, but experts ques- 
tion whether it can be done. The coun- 
try lacks coking coal, -and the necessary 
equipment for expanding steel produc- 
tion would have to be imported from the 
West. 

Czechoslovakia is back almost to pre- 
war production. She plans no significant 
expansion of capacity, although _ 
are to be modernized. 

@ Latin America shows the most spec- 
tacular gains, percentagewise, over pre- 
war days, when steel production there 
was insignificant. Modern plants have 
been built since 1939 and the industry 
is continuing to expand, with Brazil, Ar- 
gentina, Mexico and Chile making the 


STEEL: Key to World d Recovery 


(In Thousand Tons of Ingots and Castings) 


& 1939 Production 
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How Steel Production Has Shifted 
(In Thousand Tons of Ingots and Castings) 
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487 pounds per person expected in West- 
ern Europe after recovery. 
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COMING DECLINE IN SALES TO 


Start of downturn for U.S. exports as 
nations act to preserve dollar supplies. 
Backlog of orders as brake on sudden drop 


The best customer for goods of the 
U. S., the Western Hemisphere, is begin- 
ning to ease up on its buying. The Amer- 
icas still are shipping in U.S. products 
at an unprecedented rate, and they still 
are paying for their imports, but the de- 
cline in their dollar supplies is beginning 
to make itself felt. 

A backlog of unfilled orders, placed 
months ago, is preventing a sudden drop 
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in exports. Sales are likely to continue 
above prewar rates for some time. But 
the tide of demand is beginning ~ to 
slacken. 

The downturn is setting in at a time 
when Europe is fast using up U. S. loans 
and is unable to replenish dollar supplies 
by large exports. The countries of West- 
ern Europe, working on the Marshall Plan 
of economic co-operation, hope to get 
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Eva Perén and Argentine Ambassador Roca smile as France’s Bidault signs pact 


10 © WORLD REPORT 


HEMISPHERE 


more credits from the U.S. and to re- 
establish their ability to export and to 
buy U.S. goods. But it is doubtful 
whether European buying will offset the 
shrinkage in U.S. exports to Latin 
America. 

U.S. exports in.June were 13 per cent 
below those in May. There was a ship- 
ping strike in June, and June had one 
less business day than May. But U.S. 
trade experts think these two facts do 
not account for all the decline. They 
suspect that June may have been the 
turning point and that exports will con- 
tinue to drop from their recent rate of 
$16,000,000,000 a year. 

@ Fast spending for high-priced goods 
from the U.S. has been draining away 
the extra dollars of the other American 
countries. These nations came out of the 
war with more money than ever before. 
But they began at once to buy a lot of 
everything they could get in the U.S. 

Some of the money has been spent for 
necessities and for capital goods. Much 
of it, however, has gone for radios, auto- 
mobiles, refrigerators. Rising prices in 
the U.S. have speeded up the disappear- 
ance of the dollars. 

Now, payments for U.S. exports are 
slowing up. The pocketbooks of most of 
the other American countries are a lot 
thinner than they were a short time ago. 
Some of them are flat. 

Uncontrolled spending, thus, has been 
ended in most Latin-American countries. 
One after another, these countries have 
adopted regulations to conserve their 
remaining dollars. 

Mexico, for instance, is banning im- 
portation of many items that she consid- 
ers nonessential. Brazil, Colombia and 
Peru have adopted exchange regulations 
that make it hard to get dollars for luxury 
imports. Chile is cracking down on im- 
ports of nonessentials. 

Argentina has a lot of gold and a good 
many dollars, and she is making money 
on her exports. But, for the first time 
since 1941, her balance of trade in May 
was unfavorable. So now she is control- 
ling imports rigidly. 

Cuba, on the other hand, has plenty of 
money from sugar exports. Venezuela is 
getting dollars from big sales of petro- 
leum. 

Canada, which has replaced Great 
Britain as No. 1 customer of the U.S., 
still is losing dollars fast, for she has few 
controls on imports. Her export trade is 
booming, but much of that trade now is 
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based on credit. Canada is hoping that 
her credit customer can begin to pay in 
dollars pretty soon. 

@ Supplying enough dollars to maintain 
the other Americas’ purchases at the peak 
rate is not in prospect. Only huge loans 
would support buying at that rate, and 
loans of that size could not be repaid. 
But dollars will be available to maintain 
trade on a sound basis. 

U.S. buying of products of the other 
American countries is at a peacetime 
high. U.S. purchases from those coun- 
tries are about two thirds as large as 
U.S. sales to them. U.S. demands for 
products of those countries will continue 
to be strong 

Export-Import Bank funds totaling 
$800,000,000 are on hand for lending. 
Much of this money will be lent to other 
countries of the Western Hemisphere. 
But loans will be made only on projects 
that are economically sound. The Bank 
does not contemplate blanket lending in 
order to support spending. 

The World Bank has several loan ap- 
plications pending from Latin-American 
countries. These loans, if made, will pro- 
vide the borrowers with dollars. 

Tourists from the U. S. will spend a lot 
of money in the countries‘ of the West- 


ern Hemisphere. Canada and Mexico will 
be the principal beneficiaries of these 
“invisible exports,” but countries farther 
south will gain as more travel facilities 
become available. 

Investment capital from the U. S. is go- 
ing to other countries in large amounts. 
Canada is attracting more of this money 
than any other country of the Hemi- 
sphere. But Latin-American countries 
also are getting large amounts of invest- 
ment capital from the U.S. 

Britain’s conversion of current sterling 
accounts into dollars, under her loan 
agreement with the U. S., will make more 
dollars available to all the countries of 
the Western Hemisphere. 

Europe’s revival under the Marshall 
Plan, if it is accomplished, will improve 
the dollar position of the Americas. A 
revived Europe will be able to step up 
its external trade. 

Argentina, which is in a position to 
extend credits, is making heavy ship- 
ments of goods to Europe now and has 
made trade agreements with many Euro- 
pean countries. But sales by most of the 
other Latin-American countries to Eu- 
rope are lagging and may not get back 
to normal until Europe can repay in 


_ goods or dollars. 
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@ A Marshall Plan for the Western 
Hemisphere is being advocated strongly 
in Latin America. Such a plan would 
provide for close economic co-operation 
among all the countries of Latin America 
and would involve big loans from the 
U.S. One purpose of the plan would be 
to enable the Latin-American countries 
to continue imports at a high rate. 

The U.S. favors close economic co- 
operation among the countries of the 
Western Hemisphere. But the U.S. is 
cool to the idea of making loans to those 
countries except for. projects that are 
economically sound. Loans of that type 
can be. obtained now from the Export- 
Import Bank. 

Consequently, there is little chance that 

the U.S. will agree to a program of the 
kind now being urged. 
@ The downturn in U. S. exports to the 
other courtries of the Western Hemi- 
sphere is to become more pronounced in 
the months to come. U. S. trade experts, 
however, express optimism. They point 
out that the boom produced by extra 
dollars and accumulated demand had to 
wear out some time. In its place, there is 
the prospect of trade that will be more 
nearly balanced and, thus, will be lasting 
and steady. 
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DEEPENING CHAOS IN GREECE 
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DESPITE START OF U.S AID 


Continued deterioration of nation’s economy 
as result of Athens’ inability to quell rebels. 


Political intrigues that weaken Government 
Reported from ATHENS 


A race between American aid and 
growing internal chaos is underway now 
in Greece. 

The first boatloads of U.S. food and 
military equipment are on the way to 
Greece under the $300,000,000 Ameri- 
can program to combat Communism 
there. But as the supplies start flowing, 
Government authority in Greece is com- 
ing apart at the seams. , 

In the Security Council of the United 
Nations, disagreement over how to stop 
the fighting in Northern Greece is wid- 
ening the split between Russia and the 
Western powers. Meanwhile, in Greece 
itself, the fighting continues and internal 
disorder spreads. Day by day, the job 
of the American mission led by Dwight 
P. Griswold is becoming more difficult. 

@ The disorder in Greece is described in 

a dispatch from Athens by John W. 
Mowinckel, World Report staff corre- 
spondent. 

Total terrorism, practiced by both the 
rebels and the Government forces, rules 
in war areas. If rebels mutilate bodies 
and burn villages, Government troops 
display heads of slain rebels on posts in 
village squares. 


; $ 
: > 
pee Pa : x ee 
‘=e. ote fp . i 
“ ~ 
Y - a ~ 


12 © WORLD REPORT 





* 
po ; . “se 1 ee ee: 
en ee : ~ 
<4 ets Bas “ie EE ais Bi tei Re Eg Se ae , ai © Sossivse a ie a 
po SERS Toa, SSE Se I SIS 7 aie RN RE: “s re 


Mass arrests of suspected left-wingers 
by the Athens Government have led to 
ludicrous mistakes. Warrants have been 
issued for the arrest of several men who 
actually were shot by the Germans dur- 
ing the Nazi occupation. 

Local politics interferes with mopping- 
up operations of the Greek Army. Mem- 
bers of Parliament frequently request 
Army commanders to send troops to 
protect their home villages. As a result, 
the Army’s troops are scattered thinly 
over the countryside, making them easier 
targets for guerrillas. 

Political intrigue divides the right-wing 
Greek Cabinet. All the rightist parties 
are united in opposition to communism, 
but half a dozen politicians are trying to 
win for themselves the honor of leading 
the crusade against the leftists. They all 
seek U.S. support for their own ideas. 

The threat of an international brigade 
across the border in Yugoslavia, Albania 
and Bulgaria still confronts the Greek 
Government. No confirmed evidence of 
such a brigade has yet been found on 
Greek soil, but so-called labor battalions, 
recruited from many countries, are 
known to be at work in Yugoslavia. 
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THE REBELS RECRUIT: Will U. S. supplies and food prevent Government's collapse? 
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AID CHIEF GRISWOLD 
Some Greek officials took offense 


Rebel strength is on the increase, while 
the Government's troops are getting no 
stronger. Since the rebels began their 
spring offensive, their formations have 
become bigger and better organized. 

Refugees from the battle area compli- 
cate the Government’s task. More than 
150,000 villagers have swarmed into the 
cities of Northern Greece, creating seri- 
ous food and housing problems and fore- 
ing up prices. 

Greek currency is losing value. One 
American dollar buys 8,500 Greek 
drachmas now, as compared to 7,000 
two months ago. 

Reconstruction of Greece's roads, rail- 
roads, towns and industries, long delayed 
by lack of supplies, is postponed further 
by the civil disorders. 

@ Griswold’s problem is complicated by 


the attitude of Greek officials with whom - 


he must do business. 

On his arrival in Greece, Griswold sur- 
veyed conditions there and told the 
Greeks that their country was better off 
than Germany and Austria. His intention 
was to remove some of the pessimism 
from the country, but a number of Greek 
officials took offense, recalling that the 
Germans invaded Greece. 

Since then, some Cabinet members 
have been trying to alter Griswold’s au- 
thority. The Greeks are trying to insure 
that American experts brought over by 
Griswold shall have only advisory pow- 
ers. The aid agreement between Greece 
and the U.S., however, specifies that 
American officials shall have executive 
powers. A fight on this point may break 
into the open soon. 

@ Griswold’s best ammunition is the fact 
that American supply ships now are put- 
ting into Greek ports. Once it has the 
U.S. supplies on hand, the American 
mission is confident it can stem the 


disintegration in Greece. 
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BRITAIN’S PLAN TO AVERT 





SHUTDOWN OF FACTORIES 


Two-shift system to prevent overloading 
of electric power stations. Protests by 
labor and management against program 


Reported from LONDON 


British industry now is to go on a fiew 
schedule. Many factories working a sin- 
gle shift are to operate two shifts between 
7 am. and 8 p.m. One quarter of the 
industrial workers may be shifted from 
day work to night work. What is involved 
is a major reorganization of Great Brit- 
ain’s working habits. 

Leaders of Government, management 
and labor agree that the change is neces- 
sary to get the most out of available 
electric power, thus avoiding industrial 
shutdowns. The question is whether the 
rank and file of management and labor 
will make the necessary sacrifices. 

@ What is wanted is a way to escape a 
power crisis next winter that might be as 
serious as the fuel crisis early this year 
which put 5,000,000 people out of work. 

Supply of electric power, with existing 
plants operating at capacity, is not likely 
to exceed 9,500,000 kilowatts this year. 
Power plants now being built at a cost of 
$300,000,000 are to generate an addi- 
tional 5,250,000 kilowatts, but will not 
be producing for at least two years. 

Distribution of power is efficient. A 
network of supply lines called “the Grid” 
picks up surplus power from all British 
stations and takes it wherever it is 
needed most. But efficient distribution 
cannot solve the problem. 

Demand for power, if industry were 
permitted to work as it likes, would rise 
well above 11,500,000 kilowatts in the 
peak periods of winter workdays. There 
will be little coal available for home heat- 
ing this winter, so Britons will be using 
most of their 10,000,000 electric heaters, 
putting an additional drain on power. 

The gap of 2,000,000 kilowatts, Brit- 
ain’s leaders agree, can be closed best by 
moving at least one third of the peak 
load out of the normal working hours 
between 8 ‘a.m. and 5 p.m. This means 
a major shift in the working hours of 
industry, requiring the full co-operation 
ot Government, employers and workers. 
@ To get co-operation, the Government 
is leaning heavily on the national and 


local organizations of workers’ unions and 
employers’ associations. 

At the national level, the’ representa- 
tives of employers and workers are trying 
to enforce agreements reached after four 
months of deadlocks. The deadline for 
placing new work schedules into opera- 
tion is October 1. Details must be worked 
out at local levels before then. 

An agreement at the national level was 
reached in July between union leaders 
and employers in manufacturing indus- 
tries employing 2,000,000 workers. This 
agreement now is in the hands of 11 
regional boards for industry and _ their 
69 subsidiary boards. 

At the local level, these boards, com- 
posed of local leaders of unions and em- 
ployers, are trying to spread the neces- 
sary sacrifices evenly within each indus- 
try and factory. When they meet oppo- 
sition that they cannot overcome, the 
problem is passed on to the Government. 

Penalties for employers guilty of “un- 
reasonable failure” to install working 


a 


hours set for their industries by local 
boards are to run as high as $2,000 in 
fines or a years imprisonment. Persuasion 
will be tried first, but the main problem 
confronting all Britain’s leaders is how 
to convince workers and small employers 
of the need for the new work schedule. 
@ Sacrifices are to be shared, but they 
cannot be equal. 

Employers are complaining about the 
difficulties involved in requiring some 
firms to put on night shifts while their 
competitors in other districts may be 
doing business as usual. Under the ship- 
building and manufacturing agreement 
of July, workers are to get time and a fifth 
pay for night work. 

Workers are grumbling over the re- 
quest that they get up earlier or stay on 
the job later for double-shift work. Many 
men prefer day work despite the extra 
money on night shifts because there is 
little for them to biiy with their extra 
wages. In addition, they are reluctant to 
give up the five-day week for Saturday 
morning shifts to which union leaders 
have agreed in some instances. 

Another problem is that women work- 
ers, whom the Government is trying to 
keep on the job to ease the man-power 
shortage, will have additional home prob- 
lems if working hours are altered. 

@ The showdown on the ability of Brit- 
ain's union, managc.ient and Govern- 
ment leaders to swing the rank and file 
behind their plans is to come as the new 
schedule goes into operation this autumn. 
Success of the plans may carry Britain 
through one more crisis, but a. failure 
may contribute to a breakdown of in- 
dustrial production during the winter. 





—Keystone 


WOMEN AT WORK: Will night hours send them back to the home? 
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WHAT ITALY OFFERS TO RECOVERY POOL 


Effort to prove qualifications for economic 
assistance by showing eagerness to work 


with other countries for common welfare 


Reported from ROME 
and WASHINGTON 


A non-Communist Government in Italy 
already is gaining real strength from the 
Marshall Plan. 

By offering to contribute real assets 
to European recovery, not just trying to 
grab dollars for Italian recovery, Italy 
hopes to obtain lasting support from the 
United States. 

@ What Italy offers to a pool of Eu- 
ropean resources are these assets: 

Automobiles are coming out of the 
Fiat Mirafiore assembly lines in Turin at 


the rate of 100 a day. Most are passenger. 


cars that only rich Italians or Europeans 
with hard money can afford. Italy is pre- 
pared to shift to the construction of 
trucks, tractors, busses, railroad cars and 
other vehicles Europe needs to move 
goods and raw materials. 


vw 


MOTOR: INDUSTRY: Assembly lines turn out trucks that could move Europe's goods and raw materials 
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Textiles, particularly rayon and cotton 
goods, are produced in mills that account 
for one third of Italy’s industrial plant. 
Output could be increased to lower cloth- 
ing prices in many European countries. 

Electric power output in Italy is close 
to prewar levels. Count Carlo Sforza, 
Italy's Foreign Minister, proposes that 
Italy, France, Switzerland and Austria 
join in an Alpine power project. Sforza 
says such a combine would give Europe 
an additional fifty billion kilowatts of 
electric current, the equivalent of fifty 
million tons of coal, each year. 

Oil refineries at Naples and Bari would 
be placed at the disposal of other Euro- 
pean countries. . 

Light machinery, typewriters, preci- 
sion instruments and metal products 


now produced in small plants through- 
out Northern Italy would substitute for 
heavy industry. Italy is offering to give 
up the blast furnaces left for her by 
the peace treaty, is willing to buy pig 
iron and steel from France if the French 
will open their markets to Italy’s finished 
goods. 

Shipping from other European coun- 
tries is being repaired in Italian yards. 
Lack of raw materials virtually excludes 
new construction, but the Italians have 
boosted their own merchant fleet to 
1,500,000 tons from the 300,000 of July 
1946 by salvaging and repairing ships 
damaged and beached in the war. Eu- 
rope is hungry for new ships, which 
Italians could build if materials were 
made available. 

Labor is Italy’s main hope for recov- 
ery, but at present it is the Government's 
greatest problem. There are 3,000,000 
unemployed, many of them skilled work- 
men. France alone could use about 
2,000,000 more workers, but is taking 
comparatively few because French labor 
unions fear an influx of Italian labor might 
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lower wage standards in France. Other 
countries short of labor face similar prob- 
lems. 

By herself, Italy has little hope of find- 
ing jobs for her workers or of developing 
resources that could contribute to her 
own and to European recovery. 

@ What Italy needs for a comeback 
must be provided from the Ruhr, from 
the United States, and from within Italy 
herself. 

Coal is needed to boost Italy’s indus- 
trial production beyond the current rate, 
which is just under 60 per cent of the 
prew2 normal. Government experts claim 
that, u Italy gets more coal, output could 
be doubled, to the benefit of all Western 
Europe. 

Basic quota for domestic production 
is 600,000 tons a month. To get it, the 
Government is encouraging industry to 
put up their own dollars for their own 
coal. 

Trouble arises through both red tape 
and price. Coal orders must pass through 
13 different agencies. In addition, private 
industry is getting most of its coal from 
the U.S. at a cost of $9.10 a ton for the 
coal, plus $13 freight for delivery to 
Genoa. This makes U.S. coal too ex- 
pensive; Italy's best source should be 
the Ruhr, where production is lagging. 

Dollars are needed for coal imports 
and for machinery to develop Italian 
resources. Government planners are full 
of grandiose schemes requiring dollar in- 
vestments, such as a billion-dollar plan 
for the expansion of hydroelectric power. 


Short-term needs are less expensive, but 
more urgent. 

To cover the annual deficit in Italy's 
balance of payments,’ the Government 
must find about $600,000,000. U.S. Ex- 
port-Import Bank loans, relief funds 
voted by the U.S. Congress, and Italian 
dollars recently unblocked in the U. S. 
may total about $300,000,000. Not all 
of this will be available this year. 

To get dollars for 1947 and for deficits 
ahead, Italy is trying to be the model 
for the Marshall Plan. Thus, if the Mar- 
shall Plan succeeds, Italy will get more 
benefits. Should the Marshall Plan fail, 
Italy hopes to win U.S. help for herself 
as a reward for co-operation. 

@ Confidence in the Government is vital 
to its plans. At the Paris Conference on 
the Marshall Plan, Italy not only was 
admitted as an equal with 16 other 
nations, but won a seat on the Executive 
Committee for her initiative and co- 
operation in planning a pool of European 
resources. This raised the Government's 
prestige at home. 

- Since the Paris meeting the Govern- 
ment has been stepping out successfully 
against opposition from extreme right and 
extreme left. ; 

The peace treaty was approved by the 
Assembly, 262 to 68. The Communists 
abstained, but could not have altered the 
Assembly decision. Few Italians, irre- 
spective of party, like the peace treaty, 
but the Government realizes that delay 
in ratification would please neither the 
U.S., Britain nor Russia. 


A capital tax bitterly opposed by 
wealthy rightists, now is law. The tax 
starts at 4 per cent of the value of all 
property, rising to 61 per cent on hold- 
ings worth more than $3,000,000. 

The tax will be hard to collect and 
certainly will yield less than the billion 
dollars the Government wants to get 
from it. But the fact that a non-Commu- 
nist Government directed by the Chris- 
tian Democratic Party has found the cour- 
age to support such a measure has led 
many Socialists to swing their support to 
the Cabinet. 

The black market is dwindling under 
police raids. Operators who previously 
boasted of their political “protection” are 
being hit. In Rome alone, 40 luxury 
restaurants were closed within a week for 
violating ration regulations. Outside 


Rome a mayor was jailed with a score of 


farmers for hoarding grain. 

The lira, quoted on the free market at 
880 to the dollar in May, strengthened 
to 780 in July. Italian exporters, who are 
permitted to sell in this free market half 
the foreign exchange they earh, thus get 
less for their dollars. To stimulate ex- 
ports, the Government has boosted the 
official rate from 225 to 350 per dollar. 
qj] The trend thus begun may not last. 
Italy’s situation still is critical; the Com- 
munists still are strong and still hope to 
win the elections scheduled for April. 
But non-Communist Italy is counting 
heavily and hopefully on its support of 
the Marshall Plan to show results in eco- 
nomic recovery before the spring. 





SHIPBUILDING INDUSTRY: Italians are anxious to get to work for a ship-hungry Europe 
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POLISH STEPS TO DODGE 
IMPACT OF U.S. EMBARGO 








Expansion of trade in Western Europe, 


reliance en Russia, industrial revival 


as countermeasures to ending of relief 


Poland is taking measures now to get 
along without relief food from the United 
States. 

Sweeping changes are being made in 
the way the Poles run their farms, indus- 
tries, finance and international trade now 
that the Warsaw Government is on notice 
not to expect more official relief from 
the United States. 

The U.S. embargo on relief to Poland 
deprives the Poles of about $15,000,000, 
enough to buy Poland some 150,000 tons 
of grain. 

@ Polish countermeasures indicate that 
much more is involved than boatloads 
of grain. 

Trade with Western Europe is being 
expanded to soften the effect of the U. S. 
decision. 

Poland is to sign a $232,000,000 trade 
agreement with Great Britain. Under its 
terms, the Poles would send Britain coal, 
some surplus foods and light manufac- 
tures worth $92,000,000. Britain would 
ship Poland chemicals, heavy machinery 
and re-exported raw cotton worth $140,- 
000,000. Poland would pay the differ- 
ence out of gold reserves held in London. 

A trade agreement with France also is 
in the negotiation stage. Advance reports 
are that this pact also involves a large 
volume of trade. Poland last year had 
trade agreements with eight countries of 
Western Europe that provided Poland 
with imports worth more than $125,000,- 
000 in exchange mainly for Polish coal 
and surplus industrial and farm products. 
The trade volume this year is consider- 
ably larger. 

Grain from Russia is being sought by 
the Poles. A Polish trade mission has 
been in Moscow, talking over prospects 
for next year. Russia expects a good har- 
vest this summer and may be able to 
spare some of it for Poland. In Warsaw, 
many officials think that it would be to 
Russia’s advantage politically to fill the 
food gap left in Poland by withdrawal of 
American relief. 

Gold reserves are being used up by 
Poland to buy grain in the U.S. and 
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Canada. Since United Nations Relief and 
Rehabilitation shipments ended _ last 
spring, Poland has spent more than 
$20,000,000 out of her gold reserves for 
grain imports. When the year began, 
Poland had only $70,000,000 in gold. 
Much of that is gone now. 

Early threshing is a device the Poles 
are using to make the best of their grain 
shortage. 

One fourth of the summer crop will 
be threshed by October so that the grain 
thus obtained can be planted immedi- 
ately as seed for next spring’s crop. Nor- 
mally, only about 10 per cent of the 
crop is threshed by October, but this 
year Poland has no grain carry-over for 
seed purposes. 

Livestock may eat less in Poland this 
year so that grain can be saved for hu- 
mans. As a result, recovery of Poland’s 


pig and cattle population, decimated. 


during the war, may be retarded. 


@ Behind these Polish measures to stave - 


off hunger lies an international argument 
over whether Poland really needs Ameri- 
can relief help. 

The official U.S. view is that Poland 
is better off than many other European 
countries and can get along without 
relief. 

This opinion is based on a report made 
by Col. R. H. Harrison, Special Assistant 
to the U. S. Secretary of Agriculture, who 
went to Poland at the request of the 
State Department. 

Colonel. Harrison spent four days in 
Poland, from July 4 to 8, leaving the 
country the day Poland decided not to 
attend the Paris conference on European 
recovery. His report was published two 
weeks later. 

Colonel Harrison found the Polish 
people in good health, their industries 
busy, and their food production increas- 
ing. He said crop prospects had improved 
since the destructive frosts of last winter. 
The Polish diet would be supplemented 
by increased fish catches and larger sup- 
plies of livestock, eggs, sugar and po- 
tatoes. He found no threat of starvation 


SLIM PICKINGS. !! 


or widespread malnutrition and conclud- 
ed that Poland did not need relief sup- 
plies. 

The seed grain and special relief items 
that the country lacked, he thought, 
could be provided from. private relief 
agencies in the U.S. and through the 
International Emergency Children’s 
Fund. 3 

United Nations experts take issue with 
this official U.S. view. 

Food specialists of the U. N. Food and 
Agriculture Organization report from Po- 
land that the country faces a “disas- 
trously” short crop of bread grains. 
FAO's estimates are based on informa- 
tion gathered in Poland by UNRRA, 
which maintained a mission there for 
two years, and on surveys by the FAO 
itself, which has sent several missions to 
Poland. An FAO mission now in Poland 
has been studying the situation for sev- 
eral weeks. ° 

FAO finds that Poland would have to 
import 1,180,000 tons of grain to pro- 
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s| IN A FOOD MARKET: The Poles frankly 


vide 14 ounces per person a day between 
now and the 1948 harvest. Without im- 
ports, Poles would have to get along with 
only 8 ounces of bread grains a day. The 
United Nations experts foresee a grain 
harvest only slightly better than last year, 
when the country received 500,000 tons 
of imported grain. Supplies of other food- 
stuffs, however—meat, potatoes, sugar, 
fats and dairy products—will be 10 to 15 
per cent higher than last year. 

Polish officials, while protesting the 
United States relief cut, have not been 
overly pessimistic about their food out- 
look. 

The Polish Secretary of Agriculture 
said early in July that Polish crops this 
year would be better than those in 1946. 
While acknowledging that 25 per cent 
of the autumn crops was destroyed by 
the winter freeze, the Polish official said 
blighted fields were plowed and sown 
again in the spring. Rains in June saved 
crops that had been menaced by drought 
in April and May. 


@ What really worries the Polish Gov- 
ernment about the U.S. relief embargo 
is that this may foreshadow a general 
embargo on all economic help to Poland 
by the American Government. 

If such a policy were carried out in 
full, Poland might get no grain allocation 
from the International Food Committee, 
which parcels out the world’s surplus 
grain. Then Poland would be unable to 
buy grain from the U.S. and Canada, 
even in exchange for her gold. 

Further, an embargo probably would 
mean that Poland would not get the 
$600,000,000 loan from the World Bank 
for which she has been negotiating. Po- 
land wants the loan to rehabilitate her 
industries, particularly the overworked 
and underequipped coal mines of Silesia. 

The U.S. has given no indication that 
the relief embargo will lead to other ac- 
tions against Poland. But the Poles are 
worried. They feel that, since they 
turned their back on the Marshall Plan, 


U.S. policy is more interested in reviv- 
° 


~Three Lions 


look eastward to cushion U.S. relief loss 


ing the coal mines of the German Ruhr 
as a dynamo for Western Europe than it 
is in reviving Poland. 

@ Poland’s chief protection against the 
effects of losing U.S. relief is the vigor 
of her postwar industry, plus her friend- 
ship with Russia. The Poles frankly look 
to Russia to cushion the effect of the loss 
of relief food. 

Industrially, output of electrical energy 
in Poland is 43 per cent higher than 
before the war and 18 per cent higher 
than last year. Production of raw steel is 
14 per cent better than before the war 
and 33 per cent more than last year. 

In addition, Poland’s coal'surplus gives 
her unique bargaining power in trade 
with other countries. It can be swapped 
for food and currency as well as indus- 
trial products. Coal output in Poland is 
40 per cent higher than before the war 
and 20 per cent above last year. This 
has stimulated a general revival of Polish 
industry. With this backing, Poland is 
becoming a leader in Europe's trade. 
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CENSORSHIP BEHIND THE IRON CURTAIN 


Contrast between Soviet’'s strict control of 
information and milder restrictions in force 


in occupied Hungary, Romania and Bulgaria 


Reported from MOSCOW, 
BUDAPEST, SOFIA and BUCHAREST 


A. steady flow of news is penetrating 
the Iron Curtain in both directions be- 
tween Eastern Europe and the Western 
world. Criticism of the Soviet Union is 
suppressed in the East, but Russia's 
strict control of information at home has 
not been extended to the border coun- 
tries her troops occupy. 

That is the conclusion of World Re- 
port’s staff correspondent, Robert Klei- 
man, after an on-the-ground study in 
Russia, Bulgaria, Romania and Hungary. 
Kleiman’s report follows: 

Few restrictions are placed on Ameri- 
can and other Western correspondents in 
sending information out of Easterh Eu- 
rope. There is no'censorship of outgoing 
news. Information flows from the West 
into Hungary just as easily. It faces 
greater hurdles in Romania and Bulgaria, 
but even in those countries much news 
is getting through. 

Within the Balkan countries, there is 

little open political debate in the press. 
Government views predominate. But 
news events at home and abroad are 
reported. Newspapers, even in Bulgaria, 
which is most tightly controlled, publish 
dispatches from British and French news 
agencies. The contrast between the 
Soviet-occupied countries and the Soviet 
Union itself is particularly striking. 
@ American correspondents and those 
from other Western countries find that 
almost none of the restrictions imposed 
upon them in Russia apply in Eastern 
Europe. 

Cabinet ministers are readily accessible 
to American reporters in the satellite 
countries. I was able td talk at length 
with many of them, including the Pre- 
miers of Hungary and Bulgaria. They 
represent a variety of parties, and 
though in coalition, their views fre- 
quently differ. In Russia, there is only one 
party and one view. Premier Stalin and 
other Soviet ministers almost never re- 
ceive representatives of the Western 
press. 

Opposition parties, unknown in Rus- 
sia, exist in all the Soviet-occupjed coun- 
tries. Their activities are restricted, and 
their leaders in Bulgaria and Romania 


18 © WORLD REPORT 


face police intimidation. But they speak 
freely in the legislatures and in press 
interviews. 

Government officials below the Cab- 
inet level also can be seen regularly in 
the Balkan countries, but not in Russia. 
Most Balkan civil servants are non- 
Communists and some are quiet oppo- 
nents of the regime. These officials, and 
Communist officeholders as well, often 
supply correspondents with unpublished 


reports and statistics. This never happens: 


in Russia. 

Travel is unrestricted for correspond- 
ents, except in certain border areas of 
Bulgaria where Soviet troops are concen- 
trated. 

In Russia, correspondents usually must 
obtain permission from the Foreign Min- 
istry to leave Moscow. In Hungary, Bul- 
garia and Romania, I traveled unescorted 
for hundreds of miles through the coun- 
tryside, visited co-operative farms and 
talked freely with peasants, landlords, 
dispossessed aristocrats, local officials, op- 
position politicians and clergymen. 

In Eastern Europe, the correspondent 
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THEY HEAR HIM IN HUNGARY 
A short-wave announcer in the U. S. 








needs no special permission to visit fac- 
tories, farms, schools, hospitals and other 
institutions. He can visit citizens freely 
in their own homes and can hear as many 
varied viewpoints expressed as in the 
United States. 

Censorship, stringent in Russia, is not 


‘applied to westerners by either the Rus- 


sians or the local governments in the 
Soviet-occupied countries. Soviet mili- 
tary clearance is required, however, to 
enter these areas. This sometimes takes 
months to arrange for Romania and Bul- 
garia, but about half the U.S. corre- 
spondents who have applied in the last 
year have been cleared. Entrance into 
Hungary is much easier. 

@ Information from the West flowing 
into Eastern Europe meets more serious 
barriers, particularly in Bulgaria. Restric- 
tions are somewhat fewer in Romania and 
almost nonexistent in Hungary, except 
on one subject: criticism of the Soviet 
Union. 

Soviet authorities try to limit criticism 
and prohibit it wherever possible. This 
ban will continue after Soviet troops 
withdraw.. The peace treaties obligate 
the governments of former enemy coun- 
tries to suppress anti-Soviet groups and 
propaganda. 

In Hungary there is no censorship of 
incoming news or publications, although 
some of it contains material critical of 
the Russians. The Paris edition of the 
New York Herald Tribune can be bought 
at the Bristol Hotel newsstand. Buda- 
pest citizens can have the London Times 
delivered daily to their doors. 

Hungary's own daily newspapers are 
limited mainly to those published by 
political parties. There is no Government 
or Russian censorship, but editors exer- 
cise careful restraint on anti-Soviet 
material. 

As in Romania and Bulgaria, the main 
source of news from abroad is the official 
Government news agency, which distrib- 
utes dispatches from British, French and 
Russian news agencies. This makes pos- 
sible a form of indirect censorship, 
through suppression of some news items. 
This happens rarely in Hungary, but fre- 
quently in Romania and Bulgaria. In all 
three countries, however, editors also 
pick up news from broadcasts of the 
“Voice of America” and the British 
Broadcasting Company. 

In Hungary, criticism of the Govern- 
ment continues to appear. in the opposi- 
tion press, despite the suppression of one 
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INTEREST IN ROMANIA: An 


newspaper, which was violently critical, 
by a strike of Socialist printers. 
American, British and French books 
and magazines are displayed side by side 
with Russian and Hungarian publica- 
tions. Films from Western countries, par- 
ticularly the U. S., outnumber Soviet pic- 
tures and provide stiff competition for 
the Hungarian movie industry. More 
than 328,000 Hungarian families own 


_ radio receivers that can be tuned to Lon- 


don, Paris and New York stations. 

In Bulgaria, where the dominant Com- 
munist Party controls the coalition Gov- 
ernment, the information lid is much 
tighter. All publications from abroad 
must go through Bulgarian censorship. 

Britain’s Foreign Ministry purchases 
and ships British newspapers and maga- 
zines to Bulgaria by the thousands. The 
U.S. State Department has no such 
authority. Exchange difficulties rule out 
private importations of American periodi- 
cals, and none are reaching Bulgarians 
regularly. 

As a matter of prestige, the British 
withdraw a publication from circulation 
if only a sentence is censored. Even so, 
half the issues of the London “Econo- 
mist” have gone on sale during the last 
year. Other publications, such as the 
“Illustrated London News” and the “Sun- 
day -Times,” have fared even better. 

There is no direct censorship of domes- 
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exhibit of the U. S. Information, Service in a Bucharest store window 


tic news. Each of the parties in the 
Government coalition publishes its own 
daily paper. They never dissent editori- 
ally from official policy. But. some of 
them publish balanced reports from 
abroad, with fewer Russian than British 
and French dispatches. The two opposi- 
tion papers have been closed down by 
the Communists through printers’ strikes. 

In Romania, there is direct censorship 
of the domestic press and of films and 
publications from abroad. But in Ro- 
mania everything is inefficient, ,even 
police methods. “Thought control” has 
wide gaps. 

American films outnumber Soviet pro- 
ductions 8 to 1 in Romanian theaters. 
On any given day, more than half the 
countrys movie houses are showing 
Hollywood films. British, French and 
Hungarian films also outnumber Soviet 
showings. Of 90 American films re- 
leased, less than half a dozen were cut 
by censors. Only three were rejected. 

Few American or British publications 
appear on newsstands. But more than a 
dozen Romanian-American friendship so- 
cieties in all parts of the country are 
actively disseminating pro-American 
ideas. The Bucharest organization pub- 
lishes a monthly magazine, which num- 
bers a Cabinet Minister's wife among its 
sponsors. 

Scores of other organizations, including 


Communist trade unions, school and Gov- 
ernment employe groups, solicit and re- 
ceive American books and documentary 
films from the U.S. Information Service 
of the State Department. In recent 
months there have been 689 showings of 
American documentary films before 309,- 
000 Romanians. A photographic exhibit 
on life in America has been seen by half 
a million people. Every month, thousands 
of Romanians visit the American Infor- 
mation Library in Bucharest. 

Dissolution of the Peasant Party, the 
country’s largest opposition group, - is 
bringing a tightening of information con- 
trol within Romania. Two of Bucharest’s 
three opposition papers have been closed 
down in recent weeks. Although heavily 
censored, these papers had been permit- 
ted to engage in moderate criticism of 
the Government. 

Information controls may be tightened 
gradually in all the Eastern European 
countries, although Bulgaria’s Commu- 
nist Premier, Georgi Dimitrov, insists he 
wants an opposition press—if only it will 
be moderate and “constructive” in its 
criticism. 

But for the time being, there is little 
restriction on the flow of information 
from Eastern Europe to the Western 
world, and a substantial quantity of 
Western news is reaching the peoples 
of Hungary, Romania and Bulgaria. 
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THE AMERICAN TEAM 
IN WORLD AFFAIRS 


Organization of the State Department 


The State Department manages U.S. relations with 
other countries and carries the major burden of U. S. re- 
sponsibilities in world affairs. 

Success of the U.S. as a world power will depend in 
large measure on the Department’s proficiency in carry- 
ing out its duties. 

Secretary Marshall's aim is to improve the Depart- 
ment through changes in both organization and per- 
sonnel, with two specific goals in mind: 

1. Efficiency in the complex operations of the De- 
partment. 

2. Charting a stable course through long-range 
planning. 

The Worldgraph pictures the State Department’s new 
organizational setup and the men now handling key 
positions. 

ROBERT A. LOVETT, the new Under Secretary, acts 
as Secretary Marshall's chief of staff. 


NORMAN ARMOUR is the next link in the chain of 
command between Marshall and the geographic desks, 
which deal with specific groups of countries. 

GEORGE F. KENNAN directs the Policy Planning 
Staff, a Marshall innovation charged with developing 
long-range plans and goals, insuring continuity of policy. 

CHARLES E. BOHLEN replaces Benjamin V. Cohen. 
He ranks with the assistant secretaries, but deals di- 
rectly with the Secretary of State as an adviser. 

WILLIAM L. CLAYTON was elevated to the rank of 
Under Secretary when Congress became convinced that 
the heavy pressure of economic affairs warranted the 
change. 

WILLARD L. THORP assists Under Secretary Clayton. 

GARRISON NORTON also serves as an aide to Clay- 
ton, in charge of policy on international transport and 
communications. 

JOHN E. PEURIFOY handles the over-all manage- 
ment of State’s 18,090 employes. 

WILLIAM BENTON is in charge of the State Depart- 
ment’s information and cultural activities. 

WILLIAM A. EDDY correlates the Department’s in- 
telligence with that of ail other Federal intelligence 
groups. 

CHARLES E. SALTZMAN, on September 1 will take 
over planning of U.S. policy for occupied zones in Ger- 
many, Austria, Venezia Giulia, Korea and Japan. 

ERNEST A. GROSS was selected by Marshall from 


the Division of Occupied Areas to take the job of Legal 
Adviser. 
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APPROACH OF CRUCIAL STAGE 
IN U.S.-RUSSIAN RELATIONS 





Progress of Marhall Plan and of American 
policy in Greece as guideposts to future. 
Prospects of continued East-West conflict 


The present course of world affairs, 
particularly as developments involve 
the U.S. and Russia, is giving increas- 
ing concern to the capitals of the world. 
In this analysis, WORLD REPORT 
examines the situation with a view to 
clarifying the momentous question of 
what lies ahead. 


ORLD WAR 11 brought about the 
\¢ greatest upheaval of the civilized 
world since the fall of the Roman Em- 
pire. Now, after two years of peace, the 
nations of the world still are struggling 
with the problem of how to reconstruct 
it. The history of this postwar period, 
and particularly the more recent de- 
velopments, indicate that this struggle is 
now entering.a crucial stage. 

Since the war, the pattern of world 
power has evolved into two rival groups 
of nations, one under the control of 
Russia, the other led by the U.S. with 
the co-operation of Great Britain. Rus- 
sia suffered grievously in the war, and, 
by U.S. standards of development, is a 
backward state. Nevertheless, in con- 
junction with its satellites, the U. S. S. R. 
constitutes the largest and_ potentially 
the most nearly self-sufficient part of the 
globe ever to be united under one cen- 
tral and all-powerful authority. 

On the other hand, the American-led 
group of nations in no sense consti- 
tutes a well-defined and effective unit 
of power and policy. These nations are 
united by varying degrees of concern 
as to Soviet intentions, but they have 
many divergent and conflicting policies 
and interests. The strength of this group 
lies primarily in the leadership of the 
U.S. and Great Britain and in less de- 
gree in the support of other American 
and European states. Collectively, these 
Western nations are far in advance of 
the Soviet group in economic develop- 
ment and in military capacity. 

Strategically, both the U. S. and Rus- 
sia are relatively invulnerable to effec- 


tive attack by methods of conventional 
wartare. The atomic bomb, if not con- 
trolled, may alter this situation some- 
what, but in the long run probably will 
not change it substantially. 

A similar balance exists in the politi- 
cal field. The Western world combines 
the advantages of high material de- 
velopment with the handicap of un-co- 
ordinated and ineffective leadership and 
control. On the other hand, the Soviet 
world’s lack of material development is 
compensated by a centralized and eftec- 
tive operating system. In other words, 
the two giants, although not well placed 
for a finish fight, are closely matched. 


Russia’s Course 


Basic Soviet policy, it is widely be- 
lieved, is to seek the aggrandizement 
of Russia, and subject to that end, the 
spread of communism. When victory 
in Europe was assured, the rulers of 
Russia had the choice of two courses 
in pursuit of this policy: 

(1). They could co-operate with the 
Western world, and thereby secure 
prompt and substantial help in build- 
ing up the economic power of Russia 
to a point commensurate with its politi- 
cal power and national ambitions. Hav- 
ing done this, they would then be free, 
if they so desired, to put aside co-opera- 
tion and use their new-found strength 
in a more aggressive policy of political 
and ideological expansion. 

(2). Alternatively, the Soviet rulers 
could proceed with their aggressive 
policy from the start, accept the re- 
sulting loss of outside help, and trust to 
their own efforts and to reparations and 
war booty to build up their economic 
and industrial power. Apparently this is 
the course they chose. 

The leaders of the Western powers 
had no such clear choice. Their basic 
policy was world-wide co-operation 
within the principles of the U.N. But 


how accomplish this in the face of Rus- 
sia’s_non-co-operation? The problem 
was further complicated by their own 
lack of unity. Under these conditions, 
the Western leaders did their best to 
co-operate with Russia, and at Yalta and 
Potsdam granted extensive concessions 
to her in Eastern Europe and the Far 
East. 

The U.S. and Great Britain con- 
tinued to strive for a common under- 
standing with Russia, but progressively, 
as one failure followed another, it be- 
came increasingly apparent to both 
governments that such co-operation 
was impossible, except on the basis of 
accepting ultimate domination of the 
world by the Soviet system. 

The political struggle between these 
powers has lasted fom nearly two years 
within and without the U.N. Russia 
has not joined most of the supporting 
agencies of the U.N. It has opposed a 
majority of the states in the use of the 
veto, the control of atomic energy, the 
regulation of conventional armaments, 
and organization of effective military 
forces. It is now blocking all U.N. ef- 
forts-to handle the Balkan situation, 
with regard to Greece. 

Outside of the U.N., Russia has 
threatened Turkey and consistently has 
violated agreements in Eastern Europe, 
Germany, Austria and the Far East. She 
still delays the five minor peace treaties 
in Europe, and has blocked settlements 
with Germany and Austria. Most re- 
cently, Russia has refused to take part 
in a combined effort to restore the 
economy of Europe—largely at the ex- 
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pense of the U.S.—in the form of the 
Marshall Plan and has not allowed her 
satellites to take part. 

The chief significance of Russia's ac- 
tions concerning the Marshall Plan is 
that it puts convincing evidence behind 
the theory, widely accepted in the West 
since the recent Moscow Conference, 
that Russia’s immediate aim is political 
and economic chaos in Western Europe 
to the end that she may profit thereby. 
Russia's action in the U. N. concerning 
the Greco-Balkan situation makes it 
clear to other governments that Russia 
is willing to risk splitting up the U. N., 
if necessary, to obtain her ends in that 
area. These events, culminating two 
years of non-co-operation and obstruc- 
tion, indicate critical times ahead. 

The present situation is of utmost 
gravity for the Western powers. If they 
fail in their efforts to restore Western 
Europe to economic and political health, 
Russia will have gained a success, the 
ultimate result of which might be to 
bring most of Europe into the Soviet 
system. There are two steps, each 
fraught with great difficulties, that must 
be accomplished, according to Ameri- 
can officials, if the Marshall Plan is to 
succeed. The European nations must 
accept a degree of economic unification 
never before ‘attained, and the U.S. 
must develop the political conviction 
and the material means to undertake 
commitments abroad unprecedented in 
times of peace. 

The Balkan situation would seem to 
involve immediate danger of an open 
break among the United Nations. Such 





an event would be a serious blow to 
hopes for a world security organization. 
However, it probably would prove less 
serious in the long run than the failure 
of the Marshall Plan in Western Europe. 


Four Possibilities 


The course of events and the critical 
situation in Western Europe and the 
Balkans have brought world affairs to 
the point where four possibilities are 
under consideration: 

Russian policy might change to one of 
co-operation, sufficient to accomplish 
the peace settlements and to permit the 
U.N. to function as planned. This now 
is regarded as highly improbable. 

War might develop between the 
great powers. This is generally con- 
sidered to be improbable—at least for 
10 years. Directly or indirectly, Russia 
would be responsible for starting a war 
—and Russia will not be ready for a ma- 
jor war until she recovers from the last 
one, builds up her economy and indus- 
trial capacity, and solves to her satis- 
faction the problem of the atomic bomb. 

The U. S.-British policy of opposing 
further Russian expansion—a policy 
represented in Europe by the Marshall 
Plan and U. S. support of Greece—may 


_ develop into a substantial success. In 


such event, the two rival worlds will be 
defined more clearly than ever. There 
is some chance that they could exist side 
by side in a state of equilibrium. If this 
situation could be maintained over 
many years, there is hope that the two 
systems might eventually level off their 
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differences to a point where they would 
work together for world security and 
progress. 

On the other hand, the Marshall 
Plan and the U. S. efforts in Greece may 
fail, either in whole or in part. If West- 
ern Europe cannot get together, or if 
the U.S. decides against furnishing the 
necessary support, or if the Greco-Bal- 
kan situation remains unsolved, then the 
world will continue for some time in the 
present situation of two rival groups— 
with a European no man’s land between 
them. In this latter area, the two op- 
posing systems will compete for politi- 
cal and economic advantage, much as 
they are doing now, with the prospect 
that parts of this no man’s land will 
gradually be absorbed by the most 
tenacious and efficient power group. 

All indications are that the course of 
events soon will turn one way or an- 
other. The choice would seem to lie not 
so much between reconciliation and 
war as between the limits marked by 
success or failure of the U.S. policy 
in Western Europe and Greece. Success 
would mean, at best, a clear-cut and 
relatively stable division between the 
two rival systems at the present limits 
of the Soviet world. Failure would mean 
further economic deterioration in West- 
ern Europe and Greece and probably 
their gradual absorption into the Soviet 
system. 

There is a widespread belief that the 
former situation, if long maintained, 
might. possibly lead to reconciliation 
and co-operation, but that the latter 
would eventually lead to war. 
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: U. N. Delegates Lawford (U. K.), Johnson (U. S.), Hodgson (Australia) watch tensely as U.S.S.R. blocks action in the Balkans 
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NEW PERIL TO COMMERCE 





FROM ‘GREY MARKET’ IN GOLD 


Diversion from government reserves due 
to spirited trading among private interests. 
Dual pressure for increase in official price 


Gold that could bolster shaky curren- 
cies throughout the world is disappearing 
instead into private hoards almost as fast 
as the mines produce it. 

Although gold production is climbing 
back from wartime lows, latest figures 
show no gains in the world’s aggregate 
reserves during 1946. This means that the 
metal is finding its way into private 
hands at a rate now in excess of $900.- 
000,000 a year, with the demand still 
increasing. 

Bidding for gold at premium prices 
has become so spirited in many countries 
that it has brought new pressure for re- 
laxation of the government controls that 
have held the ceiling price at $35 an 
ounce since 1934. 

That the pressure is getting somewhere 
is shown by developments in the Philip- 
pines, where gold now is being sold in 
the domestic market at above ceiling 
prices without Government interference. 
Mine owners in South Africa, Canada and 
the U.S. would like to follow suit with- 
out delay, but are prevented by the strict 
controls their governments still enforce. 

The prospect of an increasing private 

traffic in gold, meanwhile, is giving con- 
cern both to the International Monetary 
Fund, which has the job of stabilizing 
world currencies, and to the United 
States Treasury. They fear that removal 
of controls from gold prices not only will 
imperil the currency values in many hard- 
pressed nations but have an adverse effect 
on trade. 
@ Behind the demand of private inter- 
est for gold invariably is distrust in the 
future of the currency of individual coun- 
tries. The most flourishing markets are in 
Europe and Asia. 

Gold is acceptable in any form in pri- 
vate trade. It is being bought up in bul- 
lion, in gold dust, in melted-down jewelry 
and in old coins. 

Prices gyrate far above the $35-an- 
ounce ceiling, set by the U.S. Govern- 
ment. Quotations run as high as $82 an 
ounce in India, $86 in Palestine and $68 
in Egypt. In some cases reported in the 
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past year, gold brought more than $100 
an ounce. Since the institution of a com- 
petitive market in the Philippines, the 
domestic price has been running about 
$45.50, which is almost a third more 
than the metal commands in controlled 
transactions. 

@ Supply sources for this private traffic 
in gold have been Ethiopia, Latin Amer- 
ica, Soviet Russia and, more recently, 
the Philippines. 

Russia probably is the largest seller 
in the uncontrolled market, although 
exact figures on her operations are lack- 
ing, due to the shadowy nature of vir- 
tually all transactions. Soviet gold 
production currently is estimated to be 
between three million and five million 
ounces a year. 

Mexico was one of the leading suppliers 

until a few weeks ago, when she sus- 
pended gold sales at premium prices 
after the International Monetary Fund 
requested all members to discontinue 
such practices. 
@ Imperfect controls are a big obstacle 
to any concerted effort to curb the grow- 
ing diversion of gold into the “grey mar- 
ket,” as this private trading is termed. 
There is no international agreement bind- 
ing all nations to enforce the $35 ceiling 
that the U.S. fixed 13 years ago for its 
own purchases of the metal. Nevertheless, 
until now this ceiling has been generally 
accepted by other governments as the in- 
ternational standard. 

Regulations, however, vary by coun- 
tries. It is true that, like the U.S., most 
countries ban all export or import trade 
in gold by private enterprise, and require 
that the metal be sold only to the govern- 
ment. But some nations allow private 
trade in gold domestically, and as a result 
some of the metal leaks across frontiers. 
Other countries sanction the equivalent 
of free trading. And in several instances, 
governments themselves have entered the 
market, buying gold in the U.S. or else- 
where at the controlled level of $35 an 
ounce and selling it to private holders at 
prices far above that figure. 
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™ - Three Lions 
HOT FROM THE SMELTER 
Harder than any currency 


@ Premium prices now are creating 
more and more dissatisfaction among 
mining interests in countries where gold 
sales are strictly controlled. Mine owners 
complain that their product is the only 
major commodity that has not been per- 
mitted a higher price in almost a decade 
and a half. 

Gold miners cite the fact that labor 
now commands much higher wages and 
other production expenses have mounted 
correspondingly, while profits and divi- 
dends have declined. : 

The resultant pressure for higher off- 
cial prices on the metal tends to comple- 
ment the pressure of the “grey market” to 
have more gold made available for private 
purchase, Efforts to hold the line on the 
present $35 basis thus are strained by the 
demands of the mines for increased prices 
and by the fat premiums that the “grey 
market” is prepared to offer. 

As long as such a situation exists, the 
disappearance of gold from governmental 
reserves may be expected to continue. 

@ The solution is something on which 
few financial experts agree. 

The International Monetary Fund 
might be willing to consider an advance 
in the ceiling price of gold to compensate 
for higher production costs, but this in- 
volves a highly complicated procedure 
requiring several months. 

The Fund has no compelling weapon 
to combat the “grey market” and must 
rely. largely on persuasion. The only club 
it holds is that it can deny loans for 
currency stabilization to countries that 
continue to permit uncontrolled traffic in 
gold. 

Experts, therefore, would not be sur- 
prised to see the diversion of gold to 
private hoards grow befme it starts to 
decrease. They doubt, however, that there 
is to be any return to a free, or uncon- 
trolled, world market in gold in the im- 
mediate future. 
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GROWING SUPPLY OF SUGAR: 


END OF SHORTAGE IN 1948 


How the U.S. market is to be divided among 
domestic and overseas producers. Cuba's 
chance to make up unfilled quotas of others 


Sugar now is edging over the line from 
wartime shortage to peacetime abun- 
dance. The U. S., as a result, is preparing 
to divide up the lucrative U.S. market 
that is the chief source of dollars for 
domestic and overseas sugar producers. 

A new system of tonnage quotas, speci- 
fying who gets what share of the U.S. 
market, is to go into operation next year. 
@ For Cuba, the new plan of the U. S. 
means a drastic, if gradual, cutback in 
sugar production. Cuban growers are 
assured a large share of the market for 
the present, however, since they will sup- 
ply what the Philippines cannot. 

In 1948, Cuba is to sell the U. S. three 
million tons of sugar, compared with 
5,700,000 tons this year. By 1949, Cuba’s 
share of the market will be down to 
2,500,000 tons. It might drop to 2,250,- 
000 tons if U.S. consumption should 
decline sharply. 

An argument inside Cuba is resulting 
from the new sugar plan. One faction, 
including labor leaders, contends the 
gradual reduction in sales to the U.S. 
will wreck the Cuban economy. This 
group predicts widespread unemploy- 
ment and a heavy drop in Cuba’s pur- 
chases from the U.S., which last year 
amounted to $272,000,000. 

The other side of the argument is that 
Cuba gets a better break than she had 
under prewar U. S. laws. In the present 
plan, Cuba is assured of 28.6 per cent of 
the U.S. market and may make up the 
difference if other producing areas can- 
not meet their allotments. The [latter 
provision is new. 

Readjustment may not be too difficult 
for Cuba, despite reduced buying by the 
U.S. One reason is that the country did 
not build any new sugar mills during 
the war, even though it doubled its sugar 
production. 
€) The Philippines gets a sugar quota 
for the first time under the new U.S. 
plan, but the Island Republic will not be 
able to fill its quota immediately, thus 
leaving a market opening for Cuba. 

The allotment for Filipino producers 


is to be 952,000 tons a year. But this 
year, the Philippines actually are import- 
ing sugar from Cuba because of the con- 
dition of war-smashed plantations at 
home. Filipinos will start exporting again 
in 1948, but it is doubtful whether they 
will be able to fill their quota at any 
time during the life of the Sugar Act. 

A 1947-48 crop of 350,000 tons is ex- 
pected, but 100,000 tons of this amount 
will be needed to supply the local mar- 
ket. From the 1948-49 crop the Philip- 
pines expect to export 400,000 tons. 

@ U.S. producers both on the mainland 

and in such important sugar cane areas 
as Hawaii and Puerto Rico, are to have 
fixed and larger quotas under the new 
law. Growers will continue to receive 
Government subsidies as a bonus for 
regulating their production. 

The beet growers, who operate in 21 
states, have a quota of 1,800,000 tons. 
This is a small increase over the former 
act but far above their wartime produc- 
tion, which fell off heavily because other 
crops were more profitable. Cuban grow- 
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ers are counting on a small portion of the 
beet growers’ quota, which they do not 
think will be filled in the next two years. 

The cane producers of Louisiana and 
Florida have a quota of 500,000 tons as 
compared to 466,000 tons under the pre- 
war legislation. Cuba may also pick up 
a small tonnage if these producers fail to 
meet their allotments. 

The Hawaiian Islands have an allot- 
ment of 1,052,000 tons, virtually the 
same as before the war, but, for the first 
time are not assigned a fixed quota. From 
the coming harvest, Hawaii expects no 
more than 900,000 tons, but next year 
territorial producers hope to exceed the 
million-ton mark. Last year, Hawaii's 
growers lost 200,000 tons as a result of 
a prolonged strike in the cane fields. 

Puerto Rico gets a quota of 910,000 
tons, a slight increase. It will not be diffi- 
cult to fill because her crop already is 
running 200,000 tons ahead of expecta- 
tions and over the million-ton mark. 

@ World supplies of sugar are larger 
now than at any time in the last five 
years. European production is coming 
back more rapidly than had been ex- 
pected. A crop of ten million tons is in 
prospect for this year. That just about 
matches the prewar average. The only 
important producer that is making a slow 
recovery is Java, now the scene of fight- 
ing between the Dutch and Indonesians. 

World demand for sugar still exceeds 
the total supply, however. The shortage 
will not end until 1948. The U.S. pro- 
gram for dividing up the sugar market by 
tonnage quotas is to spread the trade 
among all normal suppliers of the U. S., 
once the day of oversupply arrives. 








ABUNDANCE IN SIGHT: Sacks of sugar build up the U.S. supply 
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Messages Can Be Sent from the U. S. 
To Companies and Individuals Abroad 





Companies and individuals in the U. S. 
wishing to get in touch with firms and 
friends overseas now have available com- 
munication services that are faster and 
more extensive than before the war. In 
many instances, the cost is down, too. 

Restoration of mail, cable, radio and 
telephone facilities disrupted by the war 
is virtually complete. Where there are re- 
strictions, they are generally due to mili- 
tary policies in occupied areas rather 
than to lack of equipment. As-a result, 
communications are available wherever 
business can be carried on. 


What phone service is open? 
Overseas calls by telephone now can be 
made to any place that has connections 
with any of the major cities of the world. 
Delays are occasioned only by weather 
interruptions and the backlog of calls 
already booked. When circumstances are 
favorable, it is possible to make almost 
immediate connections. 


How are calls placed? 

Calls to other continents should be or- 
dered by telling the long-distance op- 
erator: “I wish to make an overseas call.” 
A special operator then takes over and 
sets up the radiotelephonic circuit. When 
requested, appointments can be made in 
advance for such conversations to assure 
a response to the call. 


What is the cost? 

The rate to most overseas points from 
New York is $12 for a three-minute con- 
versation, plus a U.S. tax of 25 per cent. 
Each additional minute costs one third of 
the minimum charge. Cities in Central 
America can be called for $7.50. Rates 
to Asia and South Africa generally are 
higher than the $12 average. In a num- 
ber of cases, reduced rates are available 
for calls placed at night or on Sundays. 


What are the restrictions? 
Telephone conversations with Germany, 
Austria and Japan are subject to censor- 
ship, and no business transactions can be 
included in calls to Japan. For the latter, 
only the English, French, Japanese or 
Chinese languages may be used. All over- 
seas calls are liable to termination after 
15 minutes, but connections can be re- 
sumed later on request. 


How about cables and radio? 

Messages by cable and radio can be sent 
to all countries except the Russian zones 
of Germany, Austria and Korea. Com- 
munications to areas under occupation 
are still subject to censorship. Private 
business messages can be exchanged with 
individuals in Japan and in other areas 
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not under Russian control. But messages 
intended to conclude business transac- 
tions must be sent to Military Govern- 
ment agencies, which will relay the mes- 
sages if the transactions are approved. 
For Japan, the same language restrictions 
apply as for telephone calls. 


What are the rates? 


To most destinations in Europe, urgent 
messages now cost 25 cents a word. The 
new full rate to South America is 22 cents 
a word. Messages in code can be sent for 
12 cents a word and deferred messages 
for 10 cents a word. Both of the latter 
must contain at least five. words. The 
night letter rate is 6% cents a word, with 
a minimum of 25 words. 


Are facsimiles transmitted? 
Radiophotographic service is available for 
rapid transmission of commercial docu- 
ments, industrial drawings and _ photo- 
graphs to most countries with which the 
U.S. has a substantial volume of trade. 
It may be necessary to check several 
companies to find one with a direct con- 
nection to the point of destination. To 
Great Britain, the minimum charge for 
this service is $20 for 150 square centi- 
meters. 


What is the mail situation? 


Mail services again are available to all 
parts of the world, although deliveries 
at times are slowed up in the country of 
destination. Military outbreaks have in- 
terrupted mail service in Northern China, 
the Netherlands East Indies and in 
Northern Greece. 


How about air-mail service? 
Delivery of air mail at reduced rates is 
increasing the use of that form of com- 
munication. Schedules have been estab- 
lished to almost all countries. Where 
there are no connections, mail can be sent 
most of the way by air and then for- 
warded by surface transportation. 


What is the new airgraph? 

The cheapest form of overseas air mail 
is the airgraph introduced this summer. 
For 10 cents, the user gets a sheet of 
stamped paper that folds into an en- 
velope. These messages can be sent to all 
countries that have established air-mail 
service with the U. S. , 


What are other mail rates? 


Mailing cost for post cards is 2 cents for 
countries of the Western Hemisphere and 
Spain; 3 cents for other destinations. For 
first-class letters and letter packages, the 
rate is 3 cents an ounce to destinations in 
the Western Hemisphere and Spain and 


for other countries 5 cents for the first 
ounce and 3 cents for each additional 
ounce. The rate per half ounce for air 
mail is 10 cents to Latin America, 15 
cents to Europe and North Africa and 25 
cents to Asia, Australia and South Africa. 


Are there limits on weight? 


Yes. The general limitation for first-class 
mail and air mail is 4 pounds 6 ounces, 
although up to 60 pounds can be sent to 
Canada and Newfoundland. Air mail to 
Germany is limited to one pound, and 
not more than 2 ounces are allowed to 
go by air to China, French Indochina 
and Manchuria. 


Can prepaid replies be sent? 

Reply-paid postcards may be obtained 
from U.S. post offices at twice the rate 
of single post cards. In addition, there are 
available for enclosure in letters, inter- 
national “reply coupons” that cost 9 cents 
each. Any of the countries of the Uni- 
versal Postal Union, except Nicaragua, 
will exchange these coupons for sufficient 
postage to send a letter back to the U. S. 


Can money be mailed? 


Some countries prohibit the receipt of 
U.S. currency in the mail, and such in- 
closures are subject to confiscation. Post 
offices have up-to-date lists of countries 
that allow importation of U.S. currency. 
These lists should be consulted before 
money is enclosed. Letters containing 
money must be registered, and registry 
service has not yet been resumed to AIl- 
bania, Germany or the Netherlands East 
Indies. 


How about the occupied zones? 
Letters and gift parcels now can be sent 
to civilians in Germany, Austria and 
Japan, although the weight limitations 
are not yet as liberal as they are for the 
rest of the world. All communications 
are subject to censorship. For Germany, 
newspapers and magazines are accepted 
only for the U. S. and British zones. Com- 
mercial information may be sent through 
the mails, but papers relating to actual 
transactions are banned. 


How long does mail take now? 
Regular mail going by surface trans- 
portation now requires about a week to 
10 days to Europe, two to three weeks to 
the southern cities of South America and 
about 20 days to Asia, Australia and 
South Africa. Transit time for air mail is 
one day to Western Europe and two 
days to Eastern Europe. Air mail to 
Buenos Aires takes two days and to the 
Philippine Republic and Australia from 
three to five days. 
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The next six months are to tell the story for Western Europe..... 

Nations looking to the U.S. for help face their hardest postwar winter. 

It's a problem of making dollars last until U.S. Congress meets again. 

Dollar credits and reserves are not exhausted, but are going much faster 
than anticipated. Spending schedules must be cut drastically. 

So the crisis in recovery of Western Europe is fast approaching. New loans 
from the U.S. must wait for a complete program. It may well be spring before 
actual flow of money begins. : 








Cuts in buying from the U.S. are certain for the remainder of 1947. 

U.S. exports in June--down 13 per cent from May--indicate the trend. 

Further reductions are likely. Tobacco, gasoline, films may be hit. Food, 
raw materials and machinery, hitherto classed as essentials, are not to move so 
fast from U.S. ports in the coming months. 











Domestic demand is expected to take up some of the slack. 

Relief spending, aid to Greece and Turkey, will help keep goods moving, too. 

But such things alone aren't big enough to offset the slackening in trade. 
Producers hardest -hit will want stopgap financing sent abroad by the U.S. to 
keep up buying power. But chances are Congress won't vote more money for the 
world until it has the information for a long-range recovery program. 








‘Britain has $1,000,000,000 left of last year's $3,750,000,000 U.S. loan. 

Original idea was that dollars would last more than three years. | 

Now they are likely to be gone by winter, even with imports reduced. 

More work is being urged to raise output, but possibilities are limited in 
the next six months. Workers ‘are tired and hungry. 

The immediate prospects for Britain are grim; yet there is much hope that 
temporary measures will stave off collapse until more help is offered. 


Britain's troubles are reflected in the falling price of Government bonds. 
Other gilt-edged securities in the London market are down, too. 
Shareholders are unloading while the Labor Government wrestles with crisis. 
The tension thus makes it almost impossible for British Treasury to mop up 
excess purchasing power through sale of Government bonds, as officials hoped. 











French dollar position is probably more critical than Britain's. 
Postwar loans from U.S. are practically gone, and more than three fourths 
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WORLD COMMERCE AND INDUSTRY-=-(Continued) 


of World Bank credit of $250,000,000 already has been committed. 
Gold available in French reserves will not last more than two months. 
Exports from France run into price resistance; production costs are high. 
Cabinet ministers are warning that it is no longer a question of black or 
white bread for France, but "whether France will have any bread or none at all.*® 





Holland is next in line for a loan from the World Bank. | 

A credit of $150,000,000 to $200,000,000 is to be granted this month. But 
the Dutch Government figures current needs at $555,000,000. 

To get more dollars, Holland is liquidating U.S. securities held by Dutch- 
men. This, however, is a Slow process, will not fill the gap. 

Indonesian fighting adds to economic headaches for the Netherlands. 

So Holland, too, can be expected to cut imports from the U.S. 














Italy's chance for $100,000,000 from the U.S. Export-Import Bank is 
improved by unprecedented taxes imposed to bolster Italian economy. 

A capital levy ranging up to 6l per cent is planned to curb inflation. 

Wealthy Italians stand to lose more than half their property under the law. 

The measure is severe, but it is looked upon as part of the economic house-= 
cleaning that is a requisite for further American aid. 











The World Bank and Fund may yet manage additional help for Europe...e. 
Resources are large, but restrictions control their distribution. 

The Bank is set up for long-term financing, cannot lend for emergencies, 
A loan to Poland to stimulate output of Silesian coal is under study. 
But Western Europe must be assured of a substantial share of the coal. 
Guarantees are needed that Russia will not decide who gets how much. 




















The Fund is moving cautiously, could Support currencies on short-term basis. 

Fund members can devalue only up to 10 per cent on their own initiative; 
that would not help them much in light of current needs. | 

Bigger devaluations, without fund approval, could cause a breakup of the 
organization; therefore temporary aid may be arranged to keep important members 
from acting in desperation. ‘ 





In the Western Hemisphere, agitation grows for a "junior" Marshall Plan. 

Latin America is running short of dollars accumulated during the war, may 
ask the U.S. for a comprehensive program to support Hemisphere trade. 

Lacking such Support, those countries are cutting U.S. imports, too. 

Mexico is reducing buying by 15 per cent, is overstocked on such things as 
U.S. canned food, refrigerators and radios bought last year. 

Other countries south of Mexico are following suit. 














Brazil or Chile might start the ball rolling for an organized -aid plan..... 

Brazilian projects are ready on paper, are being reviewed by officials of 
the U.S. Treasury and a mission from the World Bank. 

Chile has $40,000,000 application with the Bank, but approval is deferred. 

Governments of other Latin-American nations are working out details of what 
they need if trade with U.S. is to be kept at high levels. An over-all program - 
Similar to the Marshall Plan for Europe is becoming a popular idea. 
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NE STRONG CONVICTION, or as he 
O sometimes calls it, one brutal fact, is 
being urged upon Great Britain in these 
shaky times by Lewis W. Douglas, the 
busy U.S. Ambassador in London. 

The basic point, as Douglas sees it, is 
this: There will be no solution to Britain’s 
dollar crises, so loaded with far-reaching 
consequences, until the production crisis 
has been mastered. 

Britain’s lack of dollars, in Douglas’ 
view, is simply a reflection of a lack of 
production. The need for dollars is great 
because only dollars can buy the things 
that are not being produced in Britain. 

Factors other than production aggra- 
vate the situation, but they are not the 
root of the matter. Douglas believes that 
it is an illusion to suggest that some 
monetary trick can perform a miracle or 
that a difficult situation can be cured by 
a painless solution. The dollar crisis is 
fundamentally a production crisis. A re- 
stored productive capacity thus becomes 
the only real remedy. 

In his official remarks, Douglas. feels 
free to emphasize that Great Britain must 
act to help herself. It is fair comment for 
him to make to the largest debtor and 
perhaps the closest friend of the United 
States. He is careful, however, not to 
pass any public judgment on the methods 
of the Socialist Government now in 
office in Britain. 

@ An unusual role. Actually, Douglas 
relishes his present job. He enjoys the 
benefit of his Scotch ancestry and a 
familiarity with Britain possessed by few 
Americans. He even regards himself as 
a disciple of Lord Acton, the historian 
who said: “All power tends to corrupt 
and absolute power corrupts absolutely.” 

In the wartime years, by act and by 
inclination, Douglas displayed a deep 
concern about Britain’s welfare. His be- 
lief that Britain and the U.S. have a 


common destiny is so established that it © 


permits him to be exceptionally frank 
with the British. 

Douglas also considers it an asset in 
dealing with a Socialist Government that 
he happens to be a champion of private 
enterprise. From the British standpoint, 
it would be of little value to tell their 
troubles ‘to an amiable political sympa- 
thizer. The British seem to prefer a con- 
servative as the U. S. Ambassador. If they 
can convince him on some important 
issue, they will have a better chance that 
he will, in turn, convince the U. S$. policy- 
makers in Washington. 


Personalities 





DOUGLAS:U.S. Know-how in Britain 


As seen by E. J. Drechsel, World 
Report's staff correspondent in London: 

“Despite his constant tact, Douglas 
has strong beliefs. He will talk as much 
as he listens. He is forceful in putting 
over his ideas or interpretations, but he 
does it in a way that leaves no antagon- 
ism. He is not a ‘yes-man’.” 

@ Variety of equipment. Douglas is for- 
tunate that the top problems just now 
in Britain center in fields in which he has 
had personal experience. 

When he describes Britain as a work- 
house of the world, built upon coal, and 
assesses the international effects of her 
inadequate coal production, Douglas 
speaks with the perspective and authority 
of a corporate executive accustomed to 
transacting large-scale business. 

When he visits coal mines, as he did 
on his first official trip, Douglas draws 
upon the technical knowledge he ac- 
quired as a postgraduate student of 
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No gold-plated bathrooms for him 


metallurgy and geology at the Massachu- 
setts Institute of Technology. He thus 
has a quick grasp of the desirable rela- 
tionship between efficient mining and 
effective management. 

Again, when Douglas has to negotiate 
with the British over reviving Germany's 
Ruhr, he has in mind three months spent 
on the scene in Germany in 1945, at the 
side of Gen. Lucius D. Clay, the U. S. 
administrator, and the “refresher” visit 
he had with Clay in June 1947. 


@ A supporting team. Douglas does not 
try to do everything himself. He makes 
full use of his Embassy staff. 

His second-in-command is Waldemar 
J. Gallman, who has been in London for 
three and a half years, serving both with 
Ambassador John Winant and Ambassa- 
dor W. Averell Harriman. Gallman is a 
political specialist with the personal rank 
of minister. He is in charge of the Em- 
bassy in the absence of Douglas. 

The top economic expert is Harry 
Hawkins, another career minister highly 
regarded by Cordell Hull. Perhaps more 
than any other single man, Hawkins has 
dedicated his life to realizing the Hull- 
Clayton ideas of freer trade. Current 
trade negotiations at Geneva are requir- 
ing much of Hawkins’ time. But it is the 
staff developed in London by Hawkins in 
the last three years, supplemented by 
U.S. Treasury specialists, to which 
Douglas looks for his spade work. 

A U.S. economic mission based in 
London but concerned with the larger 
phases of European recovery, now intent 
upon the Marshall Plan, is headed at 
this time by Paul R. Porter. He is, among 
other things, an expert on coal and trans- 
port. Porter sits at Geneva on the Eco- 
nomic Commission for Europe, but is 
returning to Washington for consultations 
on the Marshall Plan. 

The key men are, in turn, supported 
by political specialists familiar with most 
of the European areas and a variety of 
attaches for agriculture, aviation, com- 
munications, petroleum and similar fields. 
The administration of the Embassy is 
centered in George Tait, counselor and 
consul-general. Passports and visas, for 
example, are handled through his 13 
consuls, In all there are approximately 
235 U.S. citizens on the staff and 195 
British employes for a total of 430. This 
compares with a personnel of 478 for 
all purposes in the British Embassy at 
Washington. 

@ Working methods. To make himself 
readily accessible, Douglas keeps long 
office hours, frequently from 9 a.m. until 
after 7 p.m. and often on Sundays. But 
he encourages his associates, whether 


AUGUST 12, 1947 © 29 








they are Foreign Service officers, clerks, 
guards, telephone operators, cashiers or 
messengers, to maintain a normal work- 
ing routine. 

At 53, Douglas is a wiry figure, about 
5 feet 10 inches tall, with a high fore- 
head and sparse sandy hair. Broad cheek 
bones surmount a square chin. He has 
energetic charm, smiling often and speak- 
ing readily. He makes a point of writing 
his own speeches. In repose, he occa- 
sionally pushes his gold rimmed spec- 
tacles high upon his forehead in the 
manner of a schoolmaster. 

Douglas is particularly pleased with 
one decision he made immediately upon 
his arrival in England nearly five months 
ago. He then decided not to occupy the 


Regent’s Park mansion, with 14 acres of 
gardens, which Barbara Hutton deeded 
to the U.S. for its ambassadors. In Brit- 
ain’s postwar poverty he felt that it 
would be poor taste for the American 
Ambassador to have a background of 
gold-plated bathrooms. 

He finds a smaller residence, a 1921 
gift from J. P. Morgan to the U.S., 
adequate for himself, his wife and three 
children. The operation of it will more 
than absorb the $55,700 Douglas draws 
annually in salary and allowances. But 
his wife and daughter, Sharman, 18, 
like it. And it’s close enough to the office 
so that Douglas conveniently can use a 
new bicycle presented to him by British 
manufacturers. 


SJAHRIR: Pleads Indonesia’s Case 


& gw INDONESIAN REPUBLIC now is try- 
ing to pit world opinion against 
Dutch military strength in the war in the 
Netherlands East Indies. To do the job 
they are relying on Sutan Sjahrir, 37- 
year-old Socialist who was Indonesia's 
Premier until replaced recently for being 
too conciliatory toward the Dutch. 

Sjahrir (pronounced Sha-rir) was at 
work on his mission even before India 
and Australia asked the United Nations 
to investigate the fighting in Indonesia. 
It was to enlist their help that he fled to 
India when hostilities broke out. 

Already Sjahrir has persuaded many 
Far Eastern leaders to give at least vocal 
support to the young Republic. India is 
taking the lead, but aid also is coming 
from other contacts that Sjahrir made in 
March when he attended the Inter-Asian 
Relations Conference in India. This was 
the Republic's first direct participation in 
international affairs. 

The help of Middle Eastern nations 
also is being enlisted by Indonesia's 
spokesman. Afterwards, Sjahrir may visit 
Europe and America. At Lake Success, 
he hopes to present Indonesia's case to 
the Security Council of the U.N. 


@ World opinion is being exploited to 
the limit by Sjahrir. Getting the U.N. 
to investigate the trouble in Indonesia is 
just one of his aims. 

Sjahrir has conferred with leaders of 
Hindu India and Moslem India and both 
of these governments—soon to be freed 
of British rule—are solidly behind the 
Indonesians’ struggle for independence. 

The Indians are trying actively to 
obstruct Dutch military operations. One 
example is the refusal to permit Dutch 
planes to cross Indian territory. This 
severs Holland’s main line of air com- 
munications with the Indies. 

Australia, concerned over the unrest 
near her northern shores, is taking an 
active role in the Indonesian dispute. The 
Canberra Government's sympathies are 
on the side of the young Republic. 
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Australia’s maritime unions are refusing 
to load Dutch ships. 

One of Sjahrir’s appeals is his war 
record as a resistance leader. He opposed 
the Japanese throughout the occupation, 
while some other leaders of the Republic, 
including President Achmed Soekarno, 
collaborated with them. 

The Dutch regard Sjahrir as one of the 
few leaders of the Republic whose word 
they can trust. It was only after he was 
removed as Premier that the Dutch de- 
cided that they could not reach a peace- 
ful settlement in the Indies. They still 
want Sjahrir as’a friend and have invited 
him to The Hague. It is doubtful that 
he will accept 

Though Sj: _ ‘r has spent six years in 
Dutch prison camps, he does not hate 
the Dutch. Possible explanations are that 
he was educated in Holland and has a 


Dutch wife. Until recently, at least, he 
felt that the Indonesians needed Dutch 
financial and technical assistance to de- 
velop the islands’ resources. Sjahrir in- 
sisted, however, that the Dutch in the 
future must get along with a smaller 
share of the profits from the Indies. 

@ Indonesia’s spokesman is 5 feet tall 
and looks more like a schoolboy than a 
veteran politician. When he became Pre- 
mier, Sjahrir replaced his tropical shorts 
with full-length trousers, but he con- 
tinued to wear sport shirts at Cabinet 
meetings. In Batavia he sometimes rode 
through the streets on a bicycle and bare- 
headed. 

Sjahrir’s informality, however, has been 
criticized at home, in a land where the 
people have been schooled on the pomp 
and ceremony of native potentates and 
the precise formality of Dutch officials. 

Sjahrir’s main following, is in the ranks 
of labor, which he helped to organize and 
kept free of Communist influence. He 
was kidnapped by the Communists last 
year because of his opposition to them. 

Sjahrir now is concentrating his efforts 
on presenting Indonesia's case to the 
outside world. It is a difficult assignment 
that puts to full test his pleasing person- 
ality, his ability to speak convincingly 
and his keen sense of humor. 

A good example of Sjahrir’s diplomatic 
ability is an incident that occurred in 
Batavia last year when Britain’s occupa- 
tion troops were being withdrawn. Sjah- 
rir delivered an address in which he 
lauded the British for their politeness 
and kindness to the Indonesians. When 
a Dutch official asked for an explanation 
of his indirect slap at the Dutch, Sjahrir 
replied: “When your troops leave Indo- 


nesia I will say things twice as nice about 
the Dutch.” 


S ee 





ae 
ee 


~Netherlands Indies Government Information Service 


Indonesian spokesman: He will say nice things about the Dutch after they leave 
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” Life Around the World 


Only American woman in Soviet Korea 
makes a hit by joining native jazz band 


: SEOUL 
fd bem ONLY AMERICAN woman living in 

the Russian zone of Korea is a pert 
American Army officer’s wife who has 
made an immense hit with the local pop- 
ulace by joining a Korean jazz band. 
Helen Giblo went to Pyongyang, the cap- 
ital of the Northern zone of Korea, to 
join her husband, Major Mitchell Giblo, 
member of an American liaison team with 
the Russian occupation forces. She’s 
been there 10 months but still finds it an 
exciting experience. 

Being the only American woman in the 
entire zone and one of the first the 
Koreans there have seen in years, Mrs. 
Giblo still creates a major sensation every 
time she appears on the street. 

The moment she is spotted, the cry 
goes up: “Here comes the American 
woman. Then a huge crowd of Koreans 
swarms around to gaze in wonderment at 
the visitor from the Western world. The 
girls boldly touch her dress and try to 
swap their peculiar rubber shoes for her 
nylon hose. Like the Pied Piper, Mrs. 
Giblo can’t move in public without being 
followed by curious Koreans. 

Mrs. Giblo’s following eventually grew 
to such magnitude and enthusiasm that 
it became impossible for her to drive 
through the streets safely in the new car 
she had brought to Pyongyang from 
America. Curious Koreans blocked the 
streets and clustered about the car at 
every stop. On her last visit to Seoul, 
she sold the automobile for safety’s sake. 

As soon as Mrs. Giblo learned that she 
was going to Northern Korea to join her 
husband, she brushed up on her Russian 
and spent six months studying Korean in 
Washington, D.C. By the time she ar- 
rived in Pyongyang, she was able to 
carry on a conversation. This accom- 
plishment has proved to be an invaluable 
asset, for it has converted what other- 
wise might have been a boring experience 
into an adventure. 

When Mrs. Giblo arrived in Pyong- 
yang, two Russian generals and a guard 
of honor turned out at the station to 
welcome her. They greeted her with a 
shower of flowers and speeches. 

All the apprehension she had felt when 
she set out from America was quickly 
relieved the moment she saw the house 
that was to be her home during her stay 


in Pyongyang. It was a 12-room mansion 
overlooking a-river and situated at the 
gate of a beautiful park that had been 
reserved exclusively in past years for the 
Japanese governor of Korea. There was 
a small swimming pool in the front yard 
and a flower and vegetable garden in the 
back. The Russians had installed special 
heaters and a special water system. The 
Giblos occupy a four-room apartment on 
the second floor. The other American 
liaison officer occupies another apartment 
on the second floor. The first floor is 
used as the liaison mission’s office. 

At first, the Giblos had three Russian 
servants, including a cook whose idea of 
a modest meal was styled along the lines 
of a state banquet. Later, however, they 
arranged to employ Korean servants, 
three maids, a houseboy and a cook. The 
Russians insisted that they have two more 
maids. A Russian guard detachment of 
three enlisted men and a sergeant, who 
maintain a 24-hour vigil around the mis- 
sion headquarters, also are part of the 
household. 

“It's a wonderful house,” says Mrs. 
Giblo, “and the best thing about it is the 
big American flag flying out front.” The 
flag is a popular attraction for the Koreans 
who gather in the street and just gaze at it. 

Every five weeks, Mrs. Giblo boards 
the special train to come down to Seoul 
for supplies. During these infrequent 
visits, she spends hours scouring the lav- 
ishly stocked American Army post ex- 
change and commissary. When she first 
arrived in Pyongyang, the Russians sup- 
plied food for the American mission, but 
several months later arrangements were 
made to bring American food in from 
Seoul. She supplements her commissary 
supplies with vegetables, meat and fish, 
which she buys in the Korean market. 

It was during one of her regular visits 
to the market place that Mrs. Giblo 
captured the affection of the Koreans. 
She had gone into one of the thousand 
ramshackle stores. She heard coming 
from the back room the strains of “Alex- 
anders Ragtime Band.” Timidly, she 
peeked into the room and found five 
Koreans happily beating out the music. 

When they saw her, they stopped in 
embarrassment. “Please don't stop play- 
ing,’ Mrs. Giblo pleaded. “I'm a musi- 
cian myself, and you're doing fine.” She 


_ and handed him the boxes. 








told them that she played the accordion, 
whereupon one of the Koreans left the 
room and, in a few minutes, returned 
wreathed with smiles and carrying an 
accordion. She sat down and promptly 
swung into “Alexander's Ragtime Band.” 
The Koreans joined in and thus Mrs. 
Giblo was initiated into the Korean band. 

Since then, she’s seldom missed a daily 
jam session. In fact, it’s her principal 
diversion. The daily jive concerts have 
become one of the main attractions in 
the market place now that the American 
woman has joined the band. 

The Russians keep the Giblo household 
amply supplied with vodka. Frequently 
they come to the house bearing gifts of 
caviar and fish from Vladivostok. Rus- 
sian officers occasionally invite the Amer- 
ican couple to join their family picnics 
on Sundays. The Giblos in their Ameri- 
can Army jeep follow the Russians in 
their Lend-Lease jeep. They pool their 
food and spend the afternoon swapping 
stories and singing. “I’ve never met peo- 
ple who like to laugh and sing as much 
as the Russians,” says Mrs. Giblo. 

Last winter, the train from Seoul was 
unable to get through to Pyongyang for 
more than two months, and the Giblo 
larder was almost empty. Late one after- 
noon, a young Korean, carrying two 
boxes, rang the doorbell. When “His 
Excellency —that’s how the Koreans ad- 
dress Major Giblo—came to the door, the 
Korean wished him a Merry Christmas 
When the 
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Giblos opened the packages, they found 
eight pheasants—four for “His Excellency” 
and four for “Mother Giblo,” which is the 
honorific title bestowed upon Mrs. Giblo 
by the Koreans. 

On Christmas Eve, children from the 
Pyongyang school sang carols for the 
Giblos. Mrs. Giblo opened several of the 
few remaining cans of American delica- 
cies and made ice cream, although she 
was afraid that the Korean children 
might spurn American food. When the 
children finished singing their carols, she 
led them into the dining room. Their 
young eyes gleamed when they spied the 
food. They licked their plates clean. 

Two Russian children also have be- 
come regular visitors. Several months 
ago, they crawled over the wall surround- 
ing the house and fearfully rang the door- 
bell. When Mrs. Giblo opened the door, 
the two little girls explained breathlessly: 
“We have wanted to visit you for a long 
time, but we were afraid that the guards 
wouldn’t let us in. So we climbed over 
the wall,” 

The girls said that they were studying 
English and that they were anxious to 


talk to the American woman. They 
stayed for several hours, and when they 
left their pockets bulged with candy. 
Now they call at the Giblo home several 
times a week, boldly marching past the 
guards. When they leave, they invariably 
carry with them gifts of candy from their 
American friend. 

Once a week, the Giblos go to the 
DOKA Theater (Home of Officers of the 
Red Army), where the Russians have 
reserved for them one of the two boxes 
set aside for distinguished visitors. Rus- 
sian wives gaze admiringly at Mrs. Giblo’s 
American clothes, and, when the Giblos 
are in attendance, the Soviet Army sol- 
dier chorus. sings several American folk 
songs. “The soldier chorus,” says Mrs. 
Giblo, “is out of this world.” 

Occasionally the American couple is 
invited to dinner at the homes of Russian 
officers. These affairs usually run far into 
the morning. 

“The first one we attended,” Mrs. Giblo 
recalls, “started at 6 o'clock. At midnight, 
we had eaten six courses but the main 
course hadn’t arrived yet. We had des- 
sert at 2 o clock in the morning.” J. F. 


Industrial Saar Valley surprises visitor 


with the rustic charm of its villages 


SAARBRUCKEN 
T= RICH industrial Saar Valley is an 
unexpectedly pleasant string of rural 
villages, connected by a road winding 
over verdant mountains. To the visitor 
who had thought only of the dirt and 
soot of coal mines and steel mills, the 
small communities, with their substan- 
tial houses, gay flower beds, vegetable 
gardens and often a family cow, are 
surprising. 

The smoke and -grime are here all 
right, for the Saar is hard at work, but 
the rustic atmosphere lacking in most 
industrial areas has not been killed off. 
This atmosphere is one of the secrets of 
the Saar’s present success in coal pro- 
duction, an aspect that makes this 
French-controlled area sharply different 
from the larger Ruhr, which lacks agri- 
culture. 

Although the Saar, with its popula- 
tion of about 800,000, must import 
about four fifths of its food, the family 
garden and family cow make the home- 
produced fifth of great importance. The 
coal miner, the steel-mill worker, the 
chemical plant employe, each has his own 
garden, frequently his own cow. 

As a result, the people look and act 
strong and healthy, in contrast to those 
in the rest of Germany. This is true de- 
spite the fact that delivery of food from 
France often is slow and uncertain. 

Children I saw, during drives across 
this area of 700-odd square miles were 
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sturdy. They were amazingly well dressed 
and their shoes good, with thick soles. 
This held true in the cities as well as in 
the country, although the towns are so 
closely linked that there is no real division 
between urban and rural areas. 

Men and women also appeared ade- 
quately nourished. I left my German 
driver, who was taking his first trip. out 
of Berlin in nearly three years, in Saar- 
briicken for a day and a half while I 
went on to Luxembourg. 

“The food is wonderful here,” he told 
me upon my return. “The people are 
eating well. We don’t have such things in 
Berlin.” 

I suggested that this was the vegetable 
and fruit season everywhere. “No,” he 
insisted. “In Berlin, we don’t even get 
vegetables.” He was right. An issue of 
kohlrabie in Berlin during July was the 
first legal vegetable ration this summer. 
Some people do have their gardens, but 
most vegetables are bought “black” from 
the Russian zone. 

Beyond the impressive contrast of 
rusticity backed up against a coal mine, 
one feels, upon entering the Saar, that 
one has left Germany. The people speak 
German, but their houses and villages 
strike one as being more French or 
Swiss than German. 

I asked a Frenchman about it. 

“It is not that these people are more 
like the French,” he said. “It is that they 
are more Western. I have gone to school, 
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lived and traveled in Germany for more 
than 20 years. I always feel at home in 
Southern and Western Germany, but in 
Berlin and in the East I am really a 
stranger abroad. There is a difference. 
The Prussian and Eastern influences are 
far more apparent.” 

Whether the people of the Saar, who 
have been under France or Germany 
through ages of conflict, want now to be 
French or German, I do not know. A 
sizable number want to be French, but 
the opposition has not yet had a real 
opportunity to make its wishes known. 

At present, the Saar is firmly under 
French control. The French brought in 
their own mining machinery and techni- 
cians to direct repairs, reconstruction and 
the resumption of production. The French 
are proud of their job, see themselves 
as-carrying on the tradition of Napoleon, 
who did much to modernize the mines 
in an earlier day. The French are deter- 
mined to weld the Saar into an economic, 
but not necessarily political, union with 
France. The real results of the program 
will-be more apparent when the whole 
question of Germany is decided. Under 
the French, the area is doing well in- 
dustrially. 

One thing the Saar shares with all 
Germany—children who delight in driv- 
ing motorists to madness, They stand in 
the middle of the streets and highways, 
ignoring horn signals. The driver slows 
almost to a stop but the kids don’t budge. 
At the last possible minute, they jump 
aside, sounding the German equivalent 
of “the raspberry.” This also is true in 


Berlin and in the Russian, French and 


British zones. 

But in the Saar, the kids carry the 
game one step further. As they jump 
aside, they throw stones. Maybe that’s 


_ indicative of something—or maybe it’s 


just kids. 


T. H. 
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BALANCE SHEET OF BRITAIN’S FINANCES 


Lord Brand‘s survey of nation’s indebtedness in relation to income 


(Full text of speech on Britain’s financial situation 
made by Lord Robert Brand in the House of Lords dur- 
ing the debate on the British Government’s finance bill, 
July 24, 1947. Lord Brand’s review of Britain’s finances 
has created widespread interest in the British press and in 
political, financial and economic circles. Lord Brand 
served as Britain’s financial expert in Washington in both 
World War I and World War II. He also served as chair- 
man of the British Supply Council in the United States in 
World War II.) 


AM GOING to devote my main attention to what is the most 
I immediate and by far the gravest. problem before the 
country, which is our balance of payments. There are, of 
course, other very serious problems, one being our external 
indebtedness. In 1951 we have to begin the service of our 
American and Canadian loans, .and we also have sterling 
debts amounting still-to about 23,500,000,000. These latter, 
from our point of view, are war debts, and perhaps might be 
regarded as war debts by those nations who, so to speak, own 
them, if they really feel themselves members of the United 
Nations, and glad that we won the war. 

I have always held, and still hold, the view that war debts 
and reparations should not be paid, and cannot properly be 
paid without doing a great deal of damage to the world. 
Nevertheless, I should like to say here that, while I still 
take that view, I am entirely against unilateral repudiation of 
the sterling debts. At present, by far the most important 
question, so far as they are concerned, is what is the annual 
payment we make in connection with them. These payments 
must be very modest while we are in our present condition 
and, in my opinion, we can well wait as regards the main 
question of the total capital amount of these debts till a 
later period, when, no doubt, they will have to be adjusted. 

I now come back to the question of our balance of pay- 
ments. The latest figures, I think, are those given by the 
Lord President in another place. He said that the deficit for 
the year 1947-48 was anticipated at 2 450,000,000. This was 
on the supposition that exports had reached 140 per cent 
of the 1938 total by the middle of 1948. That figure is, 
therefore, based on the expectation of very large increases in 
exports. At the present export rate, the deficit is running, I 
think, at about £600,000,000 to £700,000,000 a year. Of 
course, the deficit in dollars may be greater than £ 450,000,000 
because we earn a great many inconvertible currencies which 
we cannot convert, and we have to pay for most of our im- 
ports from North America in dollars without exports to North 
America to pay for them. 

I think that one cannot understand the nedition unless one 
knows why it is that this great deficit exists. Therefore, I will 
venture to give your Lordships some figures which will not 
contradict at all the figures which have been given by the 
noble and learned Viscount, Lord Simon, but which are put 
in a slightly different way. In volume, our imports are now 
only from 80 to 85 per cent of what they were in 1938. In 
volume, our exports are now 100 per cent of 1938. Therefore, 
as regards volume of imports and exports, we are better off 
than in 1938, and if everything else were equal one would 


think that we would be all right. But this is far from being so, 
although I think that what I have just said indicates a very 
considerable achievement on our part. The main difficulties, 
and the main differences from 1938, are that our invisible 
exports are down by about £100,000,000; our Government 
expenditure is up by £175,000,000, making £275,000,000 
in all; and, still more important, there has been, particularly 
recently, an enormaus rise in the prices of imports and exports, 
but particularly of imports. 

In 1946, our imports on a F.O.B. basis cost £1,100,000,- 
000. The imports for 1947-48 on the same basis are estimated 
to cost £1,700,000,000 for only 15 per cent more volume. 
Therefore, between 1946 and the year 1947-48 there has 
been an increase in the cost of imports by £600,000,000 for 
15 per cent more volume. Of course, there has been a great 
increase in export prices too—how much I cannot say, but 
perhaps in the last six months the net increase in our total 
deficit owing to these price rises may be as much as £150,- 
000,000 to £200,000,000. Probably, for the whole year 
1947-48 it may be considerably more. The Chancellor of 
the Exchequer gave some indication of this the other day, 
when he stated that the United States loan had really been 
reduced in value by 28 per cent because of these rises in 
prices. Therefore, I think that the Lord President’s balance 
sheet for 1947-48 may read something like this: On the debit 
side: imports, £1,700,000,000; Government expenditure 
abroad, £175,000,000, making a total of £1,875,000,000. 
On the credit side: exports, £2 1,300,000,000; invisible exports, 
£ 125,000,000. This leaves a deficit of £ 450,000,000. 

I apologize for giving so many figures, but I think they are 
necessary in order to be clear about the position and to see 
what can be done. It follows, from the figures that I have 
given, that we can improve our position in the following ways. 
We can reduce Government expenditure abroad from £175,- 
000,000 down to a lower figure. We cannot, on financial 
grounds, afford any of this expenditure. Nevertheless, I, 
personally, am not in favor of scuttle, and I am not suff- 
ciently acquainted with what can and what cannot be done 
té6 suggest what actual reduction should be made or is 
possible. We can increase, or try to increase, our invisible 
exports particularly, by increasing shipping freights. Unfor- 
tunately, investments abroad we cannot increase at present be- 
cause we have no surplus, and we shall have to increase very 
slowly in later years. But beyond these two courses we are 
left simply with visible exports. and imports. 

It is here that the rise in prices is so important. I do not 
think that we can possibly be expected immediately to in- 
crease our exports by the hundreds of millions of pounds ou 
the wrong side caused by the extra prices in imports. The 
terms of trade have been very greatly against us in the last 
year. For this reason, I think that there are good grounds for 
asking for some relief from the supplying nations who them- 
selves, of course, get the advantage of the increased prices. 
But we have to remember what our views would be if the 
boot were on the other leg and if the prices of food and raw 
materials fell very heavily. We should not, I think, feel 
very strongly that, we had to go to the succor of other nations 
who would then be suffering as we are suffering now. In any 
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case, apart from this question of prices, there is bound to 
remain a very serious deficit, and therefore, apart from that 
question, we shall have to make every conceivable effort that 
we can to close the gap. 

If we are to be left alone to deal with the deficit, if we get 
no help from abroad, we shall be faced with making very 
large cuts of all imports not absolutely essential. Our whole 
life will be very seriously affected. We must not forget that 
we are obliged to pay for imports day by day, either with our 
own money or with meney we have borrowed. If we have no 
money of our own and are not able to borrow, we shall not 
get the imports. Day by day, they have to be paid for. I 
think in these circumstances that we could not possibly avoid 
a very serious crisis. That is true also of other European 
nations, particularly, I think, France. We must recognize— 
and here I speak from knowledge of American conditions— 
that Congress probably may not be in time before thé critical 
moment arrives for us. We ought, therefore, to prepare now, 
since the main burden in any case must fall on us. We cannot 
afford to run down either stocks of food or raw materials or 
our general reserves of dollars or gold below the danger point, 
so that the time may come when we are absolutely defenseless 
and simply rest on the succor of other nations without any 
means whatever of helping ourselves. 

This means, in my opinion, that we must restrict imports 
now, particularly of food, to a minimum required for life and 
production; but in the long run what is more important is 
that we must increase output as much as possible both to 
take the place of imports and to increase exports. All this in- 
volves both a negative and a positive policy on the part of 
the Government. In my opinion, it involves in the first place 
the negative policy of preventing inflation by every possible 
means. It involves also the positive step to increase output. 
I should like to consider these two aspects shortly in turn. 

One danger is that this country does not understand what 
real inflation is like. The continental countries do. I saw a 
great deal of it after the last war and in my opinion very seri- 
ous inflation is the worst of plagues, not only from the 
financial point of view, but because it destroys all the most 
stable classes in the population and leaves the whole commu- 
nity open to attack, as we have seen in Germany, from men 
like Hitler or some other would-be dictator, without there 
being any class that can stand up against him because all the 
classes that might do so are discontented, embittered and 
ruined. I do not think we shall suffer from that completely un- 
controlled inflation here, but even inflation controlled as ours 
is may be very damaging. Despite all controls, prices will cer- 
tainly rise. This, of course, immediately acts in hampering 
exports. It puts up the cost of exports’ so long as capital 
exchange is stable and prevents selling abroad in competi- 
tion with other nations. It also makes all imports more profit- 
able and the pressure of imports therefore would become 
greater even than now. 

On the other hand, if prices are kept down, for instance, 
by subsidies, and purchasing power continues to increase, 
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then this purchasing power spreads out in undesirable and 
wasteful ways. If subsidies are diminished, as I think the - 
Chancellor of the Exchequer wishes, then the cost of living 
goes up and immediately there comes into play the necessity, 
under the contracts under which millions of people work, to 
raise wages. Therefore you have a very rigid economic 
system. Wherever you turn you are almost obliged to do the 
wrong thing. 

_ There are serious dangers of more inflation, in my opinion, 
for various reasons. The amount of money in the hands of 
the public in relation to our consumption is, I calculate, about 
double what it was before the war. In 1946, bank deposits 
went up by the astonishing figure of £800,000,000. Recently 
they have been stationary, but yesterday I saw in the papers 
that in June they increased again by £59,000,000. There- 
fore, purchasing power in the hands of the public is still 
rapidly increasing and in my view must be stopped. The 
second serious danger is the rise of wages and shortening of 
hours. Under the conditions of full employment that we have 
now, to raise wages is wholly inflationary. It does not increase 
output. It simply adds to prices. What is the good of talking 
about scientific planning if the control of this very central 
problem is left entirely in the hands of both parties interested, 
the employers and the employed, without the Government 
taking a hand to represent the community? 

Another great danger is that we have far greater demands 
on our capital and labor for capital purposes than we can 
possibly fulfill. Besides the enormous demands of home con- 
sumption and exports, we have the huge depreciation of our 
capital assets due to the war. We have the necessity to 
modernize our plant, which I myself should put as the first 
priority. We have the necessity to extend industrial plant in 
many directions: for instance, power stations. We propose to 
spend huge sums of money on our colonies. And we ought 
to remember, too, that some time or-other we have the 
service on our external debt to pay. There is nothing like 
enough savings or enough materials or labor to carry out all 
these projects at the same time. If, therefore, we do not 
continue the control of our capital investments, which I much 
regret, we should have a very great rise of prices and addi- 
tional inflation. 

Lastly, there is the question of the budget. It is necessary 
to balance the budget and if possible to have a surplus. The 
Chancellor of the Exchequer, I know, fully supports this view, 
but he seems to me by temperament somewhat too buoyant 
and optimistic for these sad days. He appears to me to be 
always wanting to do a record. He did a record with his 
2% per cent irredeemable stock. But the record has faded. 
He said at that time that the British Government’s credit was 
at its record height. I am a banker and I am not accustomed, 
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when a customer comes to see me, to think his credit is very 
high if he is overwhelmed with debt, and if his expenditure 
is twice that of his income. Therefore, I think that the Chan- 
cellor of the Exchequer was putting that record a little high. 
I fear it may be the same shortly with the record revenue, 
which is due, as other noble lords have said, partly to our 
inordinate taxation and inordinate expenditure, partly to 
inflation, and partly, of course, to the fact that we are 
borrowing from other countries at the rate of £800,000,000 
a year. When our loans are through, and we face great un- 
employment and difficulties of all kinds, then I fear the 
budget surplus, if it exists, will disappear very quickly like 
snow upon the desert’s dusty face. 

I now come to the question of positive action for greater 
output. Many of your lordships know much more than I do 
about industrial output, and, therefore, I shall make only a 
few general remarks. If we as a nation are working very hard 
we are certainly not doing ourselves justice before the world. 
We are clearly not doing our best in the coal and building 
industries. Moreover, shortening of hours is at this moment, 
in the face of the world, paradoxical, and not the best prelude 
to borrowing because we say we are too poor. We have to 
remember that the outside world often sees us more clearly 
than we see ourselves. I remember that after the last war 
the French were always blaming the British for appreciating 
the pound. They did not see that it was the franc that was 
depreciated, because the franc was something that did not 
change, so far as they were concerned. Now foreign nations 
watch us with extreme interest all the time. They watch the 
pace at which we are expending our loans. They realize that 
we are like a building held up by scaftolding—controls of all 
kinds—and they are wondering whether we are really going 
to make the effort ourselves to restore the building before the 
scaffolding shows signs of weakening. 

Apart from controls, our troubles appear to me to come 
from two causes. The first is the one I have already men- 
tioned, that most people here have more purchasing power 
in their pockets than the relative amount of goods to be 
purchased. The second is that they have expected too much 
from the Labor Government. It is a serious defect, to my 
mind (I speak not as a party politician, which I am not) that 
Socialist teaching has always been in favor of the distribution 
and not of the production of wealth. The distribution of 
wealth has been taught for many years as the cure and end-all. 
Now we have come to the end of the distribution of wealth; 
and we find that the mere distribution of wealth, which is 
desirable if it goes not beyond the point where it destroys 
initiative, is in itself no cure at all. The cure is a greater 
production; and there socialism has hitherto failed, whether 
in this country, in France or in other countries, either as 
against capitalism or, even, I think, communism with its 
big stick. 

Anyone who has lived for some time in the United 
States realizes with what greater speed than we do here they 
do many things. Their output of agricultural production, I 
believe, is about the same per man-hour; their output of 
industrial production is double or treble. I ‘should like to 
read a short quotation from the Manchester Guardian from 
‘an article written by a correspondent in America: 

“The British Labor view that the working class can get 

a fair deal only in a Socialist system is utterly strange to 
the vast majority of American workers. On the whole they 
are interested in making the free enterprise system work 
well and getting the best out of it. That is everywhere 
recognized by intelligent employers, who are making 
great efforts to confirm the workers in their co-operative 
attitude.” 

It sounds to me almost like a paradise. It would be unfair 
not to say that our lesser output in this country is due also 
to the lack of modernization, and possibly to restrictive 
measures among considerable circles in British industry. But 
to which side the lack of modernization can be put down— 
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whether to the employers only, or to the employed as well—I 
would not like to say. I think that there was a combination 
of both before the war, and it was seriously at fault so far 
as the welfare of our country was concerned. The Govern- 
ment, of course, have long been aware of the vital importance 
of output, but nothing much happens. If nationalization were 
the answer, I would be in favor of it; but experience proves 
that it is not. We have plenty of examples already of 
nationalized industries; we know how good they are, and how 
bad they are, compared with private enterprise—some are 
good, and some are bad. 

We know that the Prussian railways were well run, and 
that the American telephone system is vastly superior to the 
British telephone system. There is really nothing to show 
that any nationalization scheme will greatly increase the out- 
put of wealth, and I take the view that nationalization has 
nothing whatever to do with the problems that face us so 
seriously in this country. I remember the dictum of the late 
Lord Keynes, that, so far as the welfare of the country was 
concerned, there could be nothing more unimportant than 
the nationalization of railways. That was said before the war. 

I have a short extract here which I would like to read 
because it bears on one aspect of this problem. It is taken 
from the report of the Bank for International Settlements, the 
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annual reports of which are, in my opinion, a better descrip- 

tion of the economic conditions of the world than anything 

found anywhere else. This passage is from the latest Report: 
“The nationalizations which have taken place in many 

countries since the war cannot as yet be judged by results. 
Partly because complete data regarding the operation of 
the national enterprises are still lacking for the most part. 
But it is known that as many cases operating losses are 
being sustained which have to be covered by grants from 
the public treasuries. When that is the case, the national- 
ized enterprises not only do not contribute their fair share 
to the current upkeep of public services, but actually 
appropriate a part of the nation’s savings to cover current 
costs, and thus slow down progress all around.” 

I hope it will not prove the case that the nationalized 
industries here will come on the budget for any of their 
expenditure. I would like to express my opinion, however, 
that if nationalization goes beyond public utilities and extends 


into the exporting and competitive industries, the result will © 


be very damaging to the country for several reasons, of which 
I will mention only one. The only way in which we can really 
build up our invisible exports in the future is by extending 
our investments in other countries. 

I do not believe, with the world as it is, that governments 
are going to be allowed by other governments to invest large 
sums of money in industries in their countries. I believe, 
therefore, that our only chance of building up our investments 
is to do it as we did it in years past, by the enterprise and 
energy of our private corporations and companies, which 
would have a great deal more chance of doing so than any 
government. 

I naturally support the Marshall Plan as much as anyone 
who has spoken. It is very desirable from every point of view, 


particularly from the point of view of increasing international 
trade (which is essential to us), but we cannot rely upon it. 
I do not think we shall ever get a loan of the character we 
got before, which was a very special and exceptional loan 
given to no other country. We are now, as the Economist 
said quite rightly the other day, in the queue. In Washington 
it was our object always during the war—when we succeeded 
—and even after the war, to maintain that we were not in 
the queue; that we were the’ chief belligerents and we would 
not be in the queue and would not stand in with all other 
nations but required special treatment. The loan was an 
example of special treatment, but we are now in the queue. 
I do not think, myself, that we could have avoided it. We are 
in the queue, and we shall join up with other European 
nations; we shall make our case with them and our case 
must be as good as any of their cases if we are to get the 
same treatment. 

It is obvious that we are in an exceedingly difficult position, 
partly because of the part we played in the war, and partly 
because conditions have turned out very unfavorably for us. 
We shall be called upon for the greatest efforts. We shall 
solve our problems in time, because every nation has to solve 
its problems; it cannot live on other nations. In my view, we 
shall not balance without first a fall in the price of imports 
relative to those of exports; secondly, without a considerable 
increase in international trade which we hope the Marshall 
Plan will help to produce; and, thirdly, without much greater 
efforts and, I fear, much greater sacrifices on our part. We 
cannot tell how this very difficult position is going to develop 
in the coming months. I hope, myself, if it were clear that 
conditions were becoming so serious that we must, as in war- 
time, act as a united nation, that we should find the means 
of doing so. 





BRITAIN’S SOCIALIST FOREIGN POLICY 


Statement by Minister of State McNeil on Labor Party’s program 


(Text of a statement on the Labor Party’s policy in 
international affairs, made by Hector McNeil, Minister of 
State in the Attlee Government, and issued by the Labor 
Party.) 

ERTAIN POLITICAL ELEMENTS in the country have at- 
tempted to attack this Labour Government on the 
grounds of its foreign policy. It is said without any evidence 
in support that we have committed a wrong in sustaining a 
continuity of foreign policy. It is true that we .ave sus- 
tained a continuity, but it is quite untrue—and there was no 
evidence to support this contention—that it is a continuity of 
any other foreign policy than that of the Labour Party. 

To show their continuity, I will quote the declaration drawn 
up by the Labour Party when they met in conference in 1917 
to try and decide what their postwar foreign policy would be. 
It provided for an assembly of the League of Nations, for a 
social and economic instrument of that League; it provided 
for an International Court of Justice; an organization of the 
United Nations to which nonlegal disputes—that is, political 
disputes—could be taken; machinery for disarmament, an 
international force capable of taking action against violators 
of international law. 

The only two periods that Geneva was a really live city 
in a political sense was when we had the two minority Labour 
governments. At all other times in those intervening 25 years, 
the Tory governments smashed down one after another the 
six objects which the Labour Party had postulated in 1917 
as the basis of a successful foreign policy. 
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From the moment of taking office by the Labour Govern- 
ment, our foreign policy had not diverged in any substartce 
from the six objects laid down in 1917. Mr. Attlee said, the 
Foreign Secretary repeated, our representative at every 
international conference has maintained that our foreign 
policy must be based on the support and use of the United 
Nations and of every one of its instruments to further 
international agreements, to push on with the business 
of international planning, to press for the creation of 
international law, to start now to provide for international 
disarmament. 

An examination of these six points would prove that there 
has been a proper kind of continuity in our foreign policy, a 
continuity of the Labour Party foreign policy in and out of 
office. 

No one should need any convincing about our desire for 
disarmament. By our very geographical position; by the 
limits that we need for our standards of living, we are in this 
position, that trouble in any quarter of the globe means that 
we in Britain feel the effect. Therefore, there is no country 
that has more to gain from the scaling down of armaments, 
from the imposition of international rule in all parts of the 
world, than you and I on this small island. 

That was why we took the leadership in moving that there 
should be commenced immediately a study in disarmament 
We laid down what are now accepted as the three basic 
principles of that study and, within the next two or three 
weeks, when the Disarmament Commission meets again, we 
will be putting down further proposals of a limited kind— 
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limited because we know from our sad experience that there 


is no dramatic, simple way of attacking this business. It is a 
political and technical business. But, however limited our 
proposals may seem to be, let us remember and take pride in 
proclaiming that we are the only people who have put down 
specific proposals for disarmament. 

On the business of atomic energy, we have also displayed 
a Socialist policy. America has said she is willing to give up 
the information she has on atomic energy, provided that there 
is an International Commission which has a right to go into 
every country which is a member of the United Nations. 
An international commission with a right of inspection. 

Ernest Bevin for the United Kingdom, said immediately: 
“We accept.” What else could he say? As Socialists we have 
always agreed that if you are going to have international 
security, then you must be prepared to give up some part 
of your national sovereignty. 

I’m not blaming the Soviet Union; all of us understand the 
difficulties of the Soviet Union. They are a new power, a 
great power, and one which will be greater still and one 
which we all hope will be a good power. They are young, 
timid and suspicious for they had been cut off from the 
world for 25 years, and we have got to be patient with them. 

I have been dealing with the political side of the United 
Nations, the side where all the quarrels are staged, all the 
big speeches are made, all the dramatic events unfolded. 
Don’t let us, above all people, in this country forget that 
there is a much quieter side to the United Nations upon 
which our policy is based and which may prove to be the 
most important of all—the social and economic instruments 
of the United Nations. 

When I went to the Foreign Office, I did not find myself 
in silk breeches, and there were not many cocktail parties and 
I was certainly not dealing with beautiful spies. 


I knew perfectly well as-a member of my movement that, . 


at the Foreign Office, I was going to" be employed on bread- 
and-butter problems. My first job was to deal with the 
shortage of railway wagons in Europe and the next with the 
shortage of coal in Europe. 

If we are going to move to the standards of living we 


want and to have political agreements in Europe—you can 
write treaties, you can make signatures, you can lay down 

eat red seals, but you know and I know that if people are 
orced to quarrel about coal for their furnaces, wheat for 
their granaries, then these treaties are not worth the paper 
they are written on. 

We know that it is on an economic basis we must start to 
build. It is for that reason and that kind of policy, I say 
rather proudly, we have taken the leadership on the Eco- 
nomic and Social Council of the United Nations. 

The resolution setting up a European Commission did not 
go through without some slight political difference. I think 
that is a constructive piece of Socialist internationalism of 
which you and I can be reasonably proud. 

We have always admitted, and still admit, that the route 
to international safety is through international agreements 
with international improvements in the standards of living as 
related to the standards of living in every other part of the 
world. 

The movement towards justice and international sanity will 
depend on governments such as ours demonstrating their 
willingness to step from the pedestal of absolute sovereignty. 
There is no easy way. We have got to make our contribution 
to safety. We have got to be bound by international rules 
tomorrow as well as today. That is the route which the 
Labour Party has set itself, and the route along which our 
foreign policy is traveling. 

I am not pretending that we achieved all we hoped for, 
or have not made mistakes. I am not pretending that we as 
a Government are infallible, either as administrators or as 
Socialists. It would be vain, unjustifiable and stupid if I 
did so. Don’t let anyone pick off this little bit or that little 
bit. If you are going to judge our foreign policy, look at it 
as a whole, and I am certain you will admit that it is a 
Socialist foreign policy. 

That is what we are elected to do. I will go further and 
say that the hope for Europe and for the whole world lies in 
the continued administration of leadership internationally by 
the discharge of the British Labour foreign policy by this 
Labour Government. 





GREEK DEMAND FOR U.N. INTERVENTION 


Request based on contention that Balkan situation endangers world peace 


(Text of a letter from Ambassador Vassili Bendramis, 
Permanent Representative of Greece to the United Na- 
tions, to Adrian Pelt, Acting Secretary-General, United 
Nations, transmitting a letter of Constantin Tsaldaris, 
Minister for Foreign Affairs of Greece, to the President of 
the United Nations Security Council, July 31, 1947.) 


TRANSMIT HEREWITH for the consideration of the Security 

Council a communication to its President from the Minister 
for Foreign Affairs of Greece. 

On the 26th of June, 1947, I had the honor to submit to the 
Security Council the formal charge of my Government that 
there existed a threat to the peace, breach of the peace or act 
of aggression. Since that time there have been, as stated in the 
communication of His Excellency, M. Tsaldaris, further acts 
which confirm the necessity of enforcement measures under 
Chapter VII of the Charter. 

It is respectfully requested that the Council take up the 
consideration of these communications of the 26th of June 
and 31st of July, 1947, immediately following action on the 
resolution proposed on the 8th of July, 1947, by the delegate 
of the U.S.S.R. 


Note from Tsaldaris 


The Greek phase of the presently existing threat to world 
peace has become so serious that enforcement action under 
Chapter VII of the Charter is urgently required. If the reme- 
dies provided by the Charter are to be frustrated by abuse 
of the voting procedures, that unhappy fact must be discovered 
in time for the free world to find other defenses against the 
armed attacks that continue to be launched against it. 

On the basis of the facts confirmed by the Commission of 
Investigation, Greece charged in her communication of June 
26, 1947, that there existed a threat to the peace, breach of 
the peace or an act of aggression. Greece requests that this 
charge may be taken up promptly by the Council and that the 
appropriate enforcement measures be acted upon. Such ac- 
tion was warranted under Article 39 on the facts existing on 
June 26, 1947. Since that time the peace has been further 
threatened and broken by additional acts. This is the truth; 
and the truth cannot be vetoed. 

(1) Albania, Bulgaria and Yugoslavia have continued their 
concerted activities of sending armed bands across the borders 
of Greece in continuation of the attempt to overthrow the 
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duly elected Government and to set up a minority dictatorship 
responsive to alien control. These acts of aggression have in- 
creased in boldness and intensity, culminating in the well- 
organized invasion of Greece reported to the Council on the 
14th of July, 1947, and confirmed by the investigations of the 
Council's subsidiary body. 

(2) Albania, Bulgaria and Yugoslavia have challenged the 
authority of the United Nations by denying to the Council's 
subsidiary body the right to investigate on their territories 
these violations of the Charter. The United Nations being the 
very foundation of the postwar peace structure, this defiance 
of its authority not merely threatens but undermines the peace. 

(3) These acts of aggression and of defiance have been 
encouraged by a member of the Security Council which has 
used its special voting privileges in the Council to condone 
and protect violations of the Charter. 

Greece requests that the Council first determine the 
undeniable fact that there exists a threat to the peace, breach 
of the peace or act of aggression within the meaning of Ar- 


ticle 39 of the Charter. This having been determined, Greece 
requests that the Council then take immediate provisional 
measures under Article 40 calling upon the parties to cease 
their attacks and to comply with their obligations under the 
Charter. If these prove to be inadequate or are frustrated by 
the voting procedures of the Council, those countries that do 
respect the principles of the Charter must find other means to 
preserve those principles and to prevent the conversion of the 
United Nations into an instrument to sabotage the peace. 

The fact that the mild and conciliatory measures which 
the Council sought first to apply were defeated by a vote of 
two members against the nine that voted in their favor cannot 
fail to encourage the bellicose elements in Southeastern Eu- 
rope to intensify their campaign of destruction. To stop the 
intensification and spread of this undeclared war, the mem- 
bers of the Security Council will appreciate the necessity of 
demonstrating promptly and energetically the determination 
of the overwhelming majority of the members of the United 
Nations to uphold the principles of the Charter. 








(Text of Indian and Australian letters asking U.N. 
Security Council to act in the Indonesian conflict, and 
text of Indonesian President Achmed Soekarno’s broad- 
cast appeal to the U.S. on July 25, 1947. India’s letter, 
signed by Pandit Jawaharlal Nehru, leader of India’s 
Interim Government, and Australia’s letter, signed by 
Col. W. R. Hodgson, Australia’s Security Council repre- 
sentative, were delivered July 30. The Netherlands’ 
position was published in the August 5 issue of 
WORLD REPORT.) 


India’s Letter 


HAVE THE HONOR on behalf of the Government of India to 
draw the attention of the Security Council under Article 
35 (1) of the U. N. Charter to the situation in Indonesia. 


ke ae 
WHEN THE BRITISH WERE LAST IN INDONESIA: Their return—as mediators—would be aii 
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Appeals for Settlement 


of Indonesian Issue 


During the last few days, Dutch forces have embarked 
without warning on large-scale military “action against the 
Indonesian people. These attacks began without warning at a 
time whén a delegation of the Indonesian Republican Govern- 
ment was actually at Batavia for negotiations with the Dutch 
authorities on the implementation of the Linggadjati 
[Cheribon] Agreement. 

In the opinion of the Government of India, this situation 
endangers the maintenance of international peace and security 
which is covered by Article 34 of the Charter. The Govern- 
ment of India therefore requests the Security Council to take 
the necessary measures provided by the Charter to put an 
end to the present situation. 

The Government of India earnestly hope that in view of 
its urgency the Council will consis this matter as soon as 
possible. 











Australia’s Letter 


Under instructions from my Government, I have the honor 
to bring to the attention of the Security Council the hostilities 
which are at present in progress in Java and Sumatra be- 
tween armed forces of the Netherlands and of the Re- 
public of Indonesia, and which have been the subject of 
communiques by their respective Army commanders during 
the past 10 days. 

The Australian Government considers that these hostilities 
constitute a breach of the peace under Article 39 and urges 
that the Council take immediate action to restore international 
peace and security. 

In order to prevent an aggravation of the situation, the 
Australian Government proposes that the Security Council, 
as a provisional measure, and without prejudice to the rights, 
claims, or position of the parties concerned, should call upon 
the governments of the Netherlands and of the Republic of 
Indonesia to cease hostilities forthwith and to commence 
arbitration in accordance with Article 17 of the Linggadjati 
Agreement between the Netherlands and the Government of 
the Republic of Indonesia signed at Batavia on March 25, 
1947. 

In view of the urgent circumstances, I am instructed to 
request you to call immediately a meeting of the Security 
Council for the consideration of this communication and that 
the provisional agenda, including this item, be communicated 
to the representatives on the Security Council simultaneously 
with the notice of the meeting. 


By President Soekarno 


The time has come for me as the leader of 70,000,000 
Indonesian people to speak plainly to the 130,000,000 liberty- 
loving people of the United States. Just as your American 
ancestors fought 170 years ago for your liberty and your 
independence, so are we Indonesians fighting for ours. Just 
as you then stood out against domination by a country far 
across the sea, so are we now seeking our freedom from the 
Dutch. 

We often accepted Dutch demands when we considered 
them to -be unjust, but we accepted them because, although 


we fervently desired our independence, we wanted it peace- 
fully. We were willing to continue negotiations with the 
Dutch. Instead they have attacked us. 

In the recent World War, the United States and Great 
Britain stood firm in the vanguard of the fighters for liberty. 
The late great President Franklin D. Roosevelt was known 
throughout the world as a friend of the oppressed and a 
fighter for the rights of subject peoples. In the recent months 
of our struggle for freedom, Great Britain has shown herself 
once more to be a firm friend of the Indonesian people. First 
Lord Inverchapel and then Lord Killearn exerted all their 
efforts to secure a settlement in Indonesia, one that would 
do justice to the rights and aspirations of my people. Now 
the British Government have again offered to mediate in our 
dispute with the Dutch. My people and I are deeply grateful 
for this, and we feel confident that, with the British as medi- 
ators, we shall receive just and fair treatment. 

But this is no time for diplomatic statements; this is no 
time to spare the feelings of anyone. Peace is an urgent neces- 
sity in Indonesia. Unless it comes and comes quickly, the 
blood of thousands, if necessary of millions, will flow here. 
My people have conceded much, but we have come to a point 
beyond which there will be no retreat. We are in a fight 
which is not of our choosing, and just as you in the United 
States in 1777 fought until you gained your independ- 
ence, so we shall fight now till we are free. This fight to 
the finish can only be stopped if the Dutch cease their mili- 
tary actions and join up with the British in mediation of our 
dispute. 

But I feel strongly that the influence of the other great 
power is needed to bring the Dutch to do this. You of the 
United States should not unde.estimate the power of your 
position by virtue of the principles for which you stand, by 
reason of your tremendous strength, and the international 
respect which is accorded to you and by virtue of your glorious 
fight in the last war. You stand at the front of the forces of 
democracy in the modern world. 

I appeal to you, President Truman, and to the people of 
the United States to stand by the principles of justice and 
right for which you fought so valiantly only two years ago. 
I appeal to you to give every effort to halt this war in Indo- 
nesia and bring about a peaceful settlement. 








U.S. Protest to Russia 


(Text of U.S. note to the Soviet Minister of Foreign 
Affairs, V. M. Molotov, protesting removal of German 
and Italian assets from Hungary, Bulgaria and Romania, 
delivered by W. Bedell Smith, the U.S. Ambassador, 
on July 29, 1947.) 


jm INSTRUCTED by my Government to communicate to you 
its views on the subject of transfer to the Soviet Union of 
German and Italian assets in ex-enemy countries—Hungary, 
Bulgaria and Romania. 

Inasmuch as transfer to the Soviet Union of German as- 
sets in former satellite countries is provided for by peace 
treaties (Article 28 of Hungarian treaty, Article 24 of Bul- 
garian treaty, and Article 26 of Romanian treaty), the U. S. 
Government cannot regard transfers made prior to coming 
into force of treaties as being more than of provisional 
character. Furthermore, the U.S. Government can recog- 
nize only transfers made in accordance with treaty terms, 
which is to say, as provided by the Control Council for 
Germany. In this connection, it is the view of the U.S. 
Government that Austrian assets in these countries cannot 
be considered German and that their final disposition is 
necessarily dependent on agreement to the definition of the 
term “German assets” in relation to Austrian property. 

In similar manner, transfer of Italian assets in Hungary, 


on Ex-Enemy Assets 


Bulgaria and Romania is governed by Article 74 of the 
Italian treaty, as limited by Paragraph 6 of Article 79, and 
the U.S. Government can’ recognize only such transfers 
as are made in accordance with these treaty provisions after 
entry into force of the treaty. 

As a general principle, beneficial rights of U.N. coun- 
tries in any German assets are not to be transferred. 

With respect to waiver by ex-enemy states of claims 
against Germany and its nationals (Article 30 of the Hun- 
garian treaty, Article 26 of the Bulgarian treaty and Article 28 
of the Romanian treaty), the U. S. Government considers that 
waiver, in case of clearing accounts, applies to net balances 
and not to ex-enemy states’ debt alone. 

As a signatory power of the treaties of peace with Hun- 
gary, Bulgaria and Romania, and thus jointly responsible 
with other signatories for enforcement of the treaties’ pro- 
visions, the U.S. Government desires to be informed re- 
garding any provisional transfer of assets which may be 
effected prior to the coming into force of treaties and to be 
consulted in connection with any jiscussions which may 
grow out of the application of trea » provisions governing 
transfer of German assets. 

The U.S. Government would » ne an expression of 
views of the Soviet Government with respect to the fore- 
going. 
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Argentina’s Miscue 
On Trade Earnings 


Prime Minister Attlee’s economic 
troubles in Great Britain are not ex- 
pected to lead to a coalition govern- 
ment that would turn over influential 
Cabinet posts to the Conservative 
Party. Many Conservative leaders are 
saying privately that things are m 
such a mess that they don’t want to 
share in the responsibility. There is 
talk in London, completely unsup- 
ported, that the Laborites might de- 
cide on a general election to get a new 
mandate for carrying out the reforms 
they feel are necessary to cure Brit- 
ain’s many woes. 


oo 90 


Pessimism over the situation inside 
Greece is more acute now than at any 
time since World War II ended. The 
initial shot in the arm that came with 
President Truman’s announcement of 
U. S. aid for the country has worn off. 
Repressive measures of the Govern- 
ment are forcing non-Communist lib- 
erals into active opposition to the Gov- 
ernment and strengthening the hand 
of the rebels. 


oo 90 


Several of the most influential men 
in the United Nations regard Russia’s 
veto of the Balkan Commission as the 
most serious blow the U.N. has taken 
since its formation. The reaction to the 
veto was instantaneoas in capital cities 
throughout the world. Some European 
newspapers now aie calling upon the 
U.N. to reorganize its Svcurity Coun- 
cil into a group of small committees, 
from which both the U. S. and Russia 
would be barred. 


o 0 9 


Andrei Gromyko’s veto of the U. S. 
request for a semipermanent Balkan 
Commission has increased the possi- 
bility that the U.S., no matter how 
reluctant to do so, may have to send 
troops into Greece to join the 5,000 
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Russia's Crackdown 
On Fraternization 


British still there. They would be used 
to guard the country’s borders against 
further encroachment from the other 
Balkan countries, rather than in direct 
support of the Greek Government. 


o 0 O 


The Communists have stepped up 
the pace of their propaganda attacks 
on Turkey in recent days. A new ap- 
proach is to describe Turkey as an 
Asiatic country, and thus not entitled 
to a voice in Balkan affairs. 


oo 90 


President and Mrs. Juan Perén of 
Argentina may look in on the inter- 
American conference at Rio de 
Janeiro, to match the appearance 
there of U.S. President Harry Tru- 
man. It is likely that Mrs. Perén’s re- 
turn from Europe will be arranged 
via Rio so she can meet her husband 
there. 


o 0 O80 


The situation in Korea is getting 
steadily worse. There is a_ strong 
possibility that U. S. officials, their pa- 
tience exhausted by dickering with 
both the Koreans and the Russians, 
may propose that the whole problem 
be turned over to the foreign ministers 
of the five major powers. If that 
doesn’t bring a solution, the United 
Nations probably will be given a 
chance to decide Korea's future before 
the U.S. feels compelled to make a 
separate settlement for the American 
occupation zone. 


o 9o 9 


Argentina’s President Perén is find- 
ing that his economic experts grossly 
overestimated the country’s likely 
profits from exports and imports this 








Communists’ Loss 
Of Power in France 


year. Earnings are not close to ex- 
pectations. The trouble is that several 
countries, now running short of 
money, are unwilling to pay the 
Buenos Aires prices for the food they. 
need. 


© 0 0 

Apparently on orders from Moscow, 
the Russians have adopted a new pol- 
icy of restricting their association with 
the Germans. Russian officers have 
been ordered to give up billets in 
German homes, and there is a new 
campaign against fraternization be- 
tween Germans and Russian troops. 
The idea is to prevent the Russians 


from getting too “Western” in their 
ideas and their habits.” 


oo °O 


Estimates are being made that the 
Communists.in France have lost at 
least a sixth of their following. The 
fact that they are not in the Govern- 
ment did not solidify their popular 
support, as their leaders expected it to 
do. Also, the favorable reaction to the 
Marshall Plan worked against them. 


oo O 


Latin-American specialists in Wash- 


‘ington do not take too seriously the 


rumors that Cuba may decide to stay 
away from the inter-American con- 
ference. Reports have been circulate 
that the Cubans might boycott the 
meeting because of dissatisfaction 
with provisions of the Cuban Sugar 
Act passed by the U. S. Congress. 


o 0 Oo 


Japanese invasion currency still is 
generally accepted in the Dutch East 
Indies. Five currencies have been cir- 
culated in that area since the war 
began. But the Japanese money be- 
came so thoroughly distributed that it 
still is the dominant currency in many 
sections. 








OA NI a iran intel Vs 








Calling Argentinad...... oo 





ARGENTINA—What have you to sell to the people of the U.S.? 


The most important and influential people in the States who are 
vitally interested in world trade are your best buyers of Casein 
Lactarene, Wool, Hides, Linseed Oil, Cheese and Leather Goods. 


Advertisements of your products in WORLD 
REPORT will be read by America’s most impor- 
tant Merchants, Manufacturers, Importers and 
Bankers. 


Only those who have a keen interest in the news 
of the world read WORLD REPORT. In this 
magazine more than 112,000 world-minded people 
are gathered together for the first time in a single, 
receptive audience—all hungry for the news of 


what is going on in your country and in the other 


countries of the world. 


Send for advertising rates and 
detailed information regarding 
this unique market—either di- 
rect or through your advertising 
representatives. 


WORLD REPORT 


30 Rockefeller Plaza 
New York 20, N.Y. 





The only magazine of its kind—re- 
porting, interpreting and forecast- 


ing the news of international affairs. 
A 
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Painting by Adolph Dehn—‘‘ Sundown at Signal Hill” 


America the Provider— Oil 


ODAY’S world could not exist without gasoline for automo- 

biles and airplanes or without lubricating oils and grease 
for machinery. Yet petroleum made its appearance as a com- 
mercial product only 75 years ago. 

The petroleum industry is typical of America. From the 
outset we have been the dominant world producer, contributing 
about three-fifths of the total quantity produced thus far. We 
still have the largest and the most conveniently located oil fields 
from the viewpoint of transportation and distribution. 

An important factor in the development of petroleum as fuel 
and industrial raw material has been American ingenuity in 
research and technology. Even before wartime expansion took 
place, the petroleum industry gave employment to about one 
million workers and utilized about $15 billion of capital. 


Overseas shipments of petroleum and derivatives usually 
accounted for at least 10 per cent of our total exports before the 
war. At present, crude and refined petroleum is moving abroad 
at a rate approaching the half-billion-dollar mark. 


Selling and buying abroad is not as simple as doing business in the 
United States. Newcomers in foreign trade as well as old hands find the way 
smoothed immeasurably by the unequalled National City facilities for over- 


seas banking. Contact our Officers at Head Office or Branches for details 


of services affecting your foreign business. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., 


Write for color-illustrated booklet describing ‘‘Overseas Banking Service.” 


New York e 66 Branches in Greater New York 


wn 


Every 3 seconds 


@ customer is 


served overseas 
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ACTIVE OVERSEAS BRANCHES 


ARGENTINA 
Buenos Aires 
Flores 
Plaza Once 
Rosario 
BRAZEL 
Rio de Janeiro 
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